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EXECUTIVE SUMMARY 
THE LOS ANGELES RENT STABILIZATION SYSTEM: 


THE MOBILE HOME SECTOR 


Introduction 


Rent stabilization has been in effect with respect to mobile 
home parks in the City of Los Angeles for the past six years. 
has Report presents the findings of a research effort designed 
to provide City policy makers with facts, figures and analyses 
concerning the impact of rent stabilization on owners and opera- 
tors of mobile home parks and on mobile home park residents. It 
1s also designed to assist policy makers to evaluate alternative 
formulas for setting maximum allowable rent adjustments for 
rent-stabilized mobile home pads in the future. Finally, the 
Report assesses the special problems and circumstances of mobile 
home park owners and residents which distinguish their  situa- 


tion from that of owners and renters of conventional apartment 
units. 


The mobile home sector requires separate treatment because 
some aspects of occupancy, ownership and regulation distinguish 
it from the apartment sector. First, unlike the renters who live 
in rent stabilized apartment units, mobile home residents include 
two quite different groups. Most mobile home residents occupy 
coaches owned by these residents but located on rented pads. A 
smaller group of mobile home residents rents both pad and coach. 
Mobile home residents are also different from other renters in 
demographic characteristics. The average age of household heads 
is 67 years in the mobile home sector, 25 years older than for 
apartment renters. Ninety-eight percent of mobile home residents 
are white, in contrast to 54% of other renters. Most strikingly, 
mobile home households are significantly less mobile than other 
renters. They have been in their units an average of 9.1 years, 
two-thirds longer than their counterparts in apartments, who have 
been in their units an average of 5.5 years. 


The difference in occupancy, centered on the ownership of 
coaches and rental of pads only, accounts for the major current 
difference in the treatment of mobile home residents under the 
rent stabilization ordinance. As of June, 1984, if a vacancy 
occurs in a resident-owned mobile home, but the home only changes 
ownership and is not removed from the site, the increase in al- 
lowable pad rent is restricted to the lesser of 10% or the high- 
est comparable rent in the park. If the coach is removed from 
the site, on the other hand, the rent is decontrolled. In con- 
trast, coaches rented with pads are always decontrolled at va- 
cancy, just as an apartment unit would be. 
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Mobile home park owners are also somewhat different from 
landlords who own other types of residential rental multi-family 
property. They tend to have greater costs for investment in and 
upkeep and operation of park infrastructure and grounds than do 
landlords of conventional rental properties. They also have 


lower costs for the maintenance and upkeep of the actual housing 
units the residents occupy. 


_ In addition, special conditions of other kinds, such as 
zoning restrictions on the development of mobile home parks, 
affect the situation of both park residents and owners in ways 
distinct from the rest of the rental housing stock. 


The Impact of Rent Stabilization on Mobile Home Park Residents 


It is estimated that about 6,500 households reside in 68 
mobile home parks subject to rent stabilization in the City of 
Los Angeles. Based on analysis of a survey of a random sample of 
these residents in 1984 and limited data from the 1977 Annual 
Housing Survey, the study finds that: 


* About one-quarter of residents in Los Angeles mobile home 


parks do not know whether or not their dwellings are subject to 
rent stabilization. 


* By common standards of home size and physical condition, 
mobile home park residents are well-housed. Housing conditions 
appear to have changed for the better since the adoption of rent 
stabilization. The typical coach is more than one full room 
larger, on the average, than the typical coach in place in 
1977,and the incidence of problems with wiring, plumbing, crowd- 
ing, heating and overall repair have declined. 


* Residents find most aspects of park operation, condition, 
and surroundings satisfactory. Seventy-four percent are satis- 
fied or very satisfied with owner/operator and manager perform- 
ance, with slightly more than half very satisfied. 


* On average coach-owning residents pay $248 per month in 
pad rent. Their total housing costs, which can include mortgage 
payments on coaches, property taxes and utilities, are 50% 
higher, combining to average $374 per month. Mobile home resi- 
dents who rent both pad and coach have average total costs of 
$279 per month. Coach owners pay a significant $70 less per month 
than the gross rents paid by apartment renters. 


* Coach owners spend an average of 30% of their income for 


housing. Thirty-nine percent pay over 30%. Coach renters pay 
less, with 90% paying under 30%. 
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‘ While average gross rents have risen 76.4% in mobile home 
Parks since the adoption of rent stabilization, the rate of in- 
crease has been slower than in the apartment sector. 


* Coach owners have substantial equity -- $30,000 on average 


in their coaches, and these values have risen 76% since pur- 
chase. 


The Monetizable Costs and Benefits of Rent Stabilization 


* Monetary benefits of rent stabilization to park residents 
are difficult to estimate. The study assumed that benefit could 
be measured, as in the analysis of tenants of conventional apart- 
ment units, by comparison to a standard called "Market Rents." 
This concept assumes that in the absence of stabilization, rents 
would have risen to the levels reprsented by the rents charged to 
new pad renters in pads that have been vacated recently. How- 
ever, the random sample of households surveyed did not turn out 
to include a single pad renter who had moved under circumstances 
in which the law would allow unrestricted rent increases at the 
time of vacancy. This was true not only for 1984 but also if the 
year 1983 was included. 


* An estimate of benefits was made assuming that with no 
stabilization pad rents might have risen at about the same rate 
as apartment rents in cities adjoining Los Angeles that do not 
regulate rents. This increase would produce average benefit of 
$44 per month, or 18% of average pad rents. This is quite similar 
to the average benefit to long tenured tenants in the apartment 
sector, whose savings in 1984 ran between $47 and $55 per month. 


* Mobile home park residents perceive substantial financial 
benefits from rent stabilization. Seventy-nine percent believe 
their rents would be higher without it. Park owners agree that 


rents would be higher, but not nearly as much higher as residents 
believe. 


-- If one totals park residents’ estimates of the money 
savings flowing to them from rent stabilization, the esti- 
mates suggest that rents would be 69%, or $160 per month, 
higher than they are today. 


-- Park owners estimate that rents would be 20% higher with- 
out stabilization in 1984. 


Non-Monetizable Costs and Benefits 


* The most striking change in the condition of mobile home 
tenants since the adoption of rent stabilization is the increase 
in their length of tenure, which rose from less than 6 to over 9 
years. Mobile home residents see stabilization as protecting 
their ability to stay in their current homes. Thirty-five per- 
cent of the park residents report that they have experienced 
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themselves or heard about tenants who have been able to stay in 


place when unstabilized rents would otherwise have made staying 
unaffordable. 


nae Impact of Rent Stabilization on Los Angeles Mobile Home Park 
wners 


The Situation of Mobile Home Park Owners 


The key questions to be answered with respect to mobile 
home park owners in the City are: (1) What is the current posi- 
tion of park owners and how has it changed since 1977? (2) Are 
park owners under greater financial pressure in operating parks 
than owners outside the City in nonstabilized areas? The 


following summary answers to these questions arise from the data 
and analyses thereof. 


* Parks are generally filled to capacity. Owners reported 
that 7% of their pads had changed occupants during the previous 
year, a higher turnover rate than reported by residents, but low 
compared to apartment turnover. Ninety percent of the changes 
involve new residents purchasing coaches from their previous 
Owners. One-third of the parks have waiting lists. 


* Mobile home park values have risen substantially since 
owners' purchase. For the parks which reported both purchase 
price and current estimated value, parks have appreciated about 


94% over the average 15.2 year period for which the property has 
been held. 


-- This appreciation record is similar to that reported by 
apartment landlords, whose appreciation was 107% during an 
average holding period of 14.6 years. 


-- Pads in park use are estimated to be worth $18,000 per 
pad, while if the land were converted to a use other than as 


a mobile home parkeach pad space is estimated to be worth 
$34,000. 


* Fifty-eight percent of the owners rate their parks as in 
superior or above average condition. 


-- Capital improvements needed are estimated to require 
expenditures of $400 per pad per year. The most frequently 
cited need is for repaving. 


-- Park conditions are more highly rated by owners in the 
City than’ outside. 


-- Seventy-three percent of the City owners plan to make 
the improvements they identify. 
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Expense to Income Relationships 


x! Total park incomes average $2,725 per pad. Eighty-seven 
percent of income is derived from pad rents. 


-- Owners report pad rents averaging $196 per month, 21% 
lower than the $248 reported by coach-owner residents. 


* Operating expenses are $911 per pad, or about 40% of in- 
come once utility cost pass throughs are eliminated. The largest 
elements are utilities and employee salaries and benefits. 


* Net operating income (NOI), defined as total income minus 
operating expenses and lease payments, indicates funds remaining 
to cover debt service (for those who do not have leases but have 
mortgages) and profit. NOI for 1983 in the mobile home parks 


surveyed is $1,476 per pad, or 59% of total income. NOI is posi- 
tive for every reporting park. 


* Net cash flow (NCF) is defined as NOI less financing 
costs. It measures funds left to owners once all park costs are 
paid. NCF was found to average $1,000 per pad per year or 41% of 


total income for 1983. Every park in the sample reported positive 
net cash flow. 


Comparison to Mobile Home Parks Outside the City 


* The financial situation of mobile home parks outside the 
City in areas without rent stabilization is a bit more favorable 
than the situation of those within the City. NOI as a share of 
total income is 65% outside the City, compared to 59% in the 
City. NCF is 43% outside the City, compared to 41% in the City. 


Alternative Rent Adjustment Formulas 


* Seven optional formulas limiting the maximum allowable 
annual increase in rent were compared in order to analyze the 
probable impact of these formulas on mobile home residents and on 
park owners. The formulas tested are: 


(ly the current tlat. 7% ceiling. 


(2) The all-item Consumer Price Index (CPI) for the Los 
Angeles metropolitan area. 


(3) The CPI for all goods and services other than shelter. 


(4) A fixed proportion of the CPI, based on conventional 
rental building cost data, set to equal the ratio of operat- 
ing costs and cash flow to building income in the conven- 
tional apartment stock. 


(5) A cost based index based on conventional rental building 
data. 
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(6) A cost based index based on mobile home park cost data. 


(7) A fixed proportion of the CPI, based on mobile home park 


data, 


* Rent adjustment formulas very directly determine the rent 
charges that the vast majority of mobile home residents pay, 
because so few households move that vacancy decontrol provisions 


rarely come into play. 


* With respect to most formulas, mobile home residents' 


rents are affected no differently from those of 
by the different formulas. If the 1983-84 rate 
prevails in the future, adjustments would range 
2.27% with the apartment cost-based formula, to 
produced by the current 7% ceiling. 


apartment renters 
of price change 
from a low of 

the high increase 


* A cost-based or percent-of-CPI rent adjustment formula 
fitted specifically to mobile home park data would produce a 


larger rent increase than these formulas fitted 
ventional rental buildings. 


to data from con- 


-- Adjusting net cash flows, which are a bigger share of 
park than of apartment incomes, for inflation produces this 


result. 


-- The mobile home park-specific formulas fall in the middle 
of the range of overall results. Using a mobile home-based 


cost formula generates a maximum allowable 


increase of 3.4% 


based on 1983-84 price data. Using a mobile home based per 
cent-of-CPI formula generates a maximum increase of 3.37%. 


* The impact of variation in rent adjustments on housing 
costs for most mobile home residents is less than that for rent- 
ers of conventional apartments because a major part of the hous- 
ing cost of the mobile home resident is for the coach he owns. 


* If the 1983-84 rate of price change persists in the fu- 
ture, the 7% formula will be the most advantageous of the formu- 
las to park owners. It would produce an 8.85% increase in NOI, 
based on 1983-84 prices, while the cost-based formula geared to 
changes in conventional apartment building costs would yield an 
0.81% increase. The cost based mobile home formula and the per 
centage-of-CPI formula geared to mobile home cost data produce 
intermediate results, at 2.80% and 2.68% respectively. 


* Net operating income to park owners would rise under any 


of the optional adjustment formulas. 


a _— an) _ . 
. Se AP 4594 eo is imac wean) 


di dial Raed VICE my Ip aotsscqoed bouet 8 1M 
~ = wa » 63a 


a pireedtt. wrey gcluceie Jueasgen{~te i188. * 
326 ; ian? @ r= 'o ees (ee jen vei Janey a@ 


. - 
aw GS e0ay C4)! BYAw diielseuarr we Soy “ 


; vel PIN) <Cea £5356t 
Tle , TO operas? seo » Desens’ e+ le 
mia seetibe poh) Of yma leit! wis. Gaow9s43G ate 4 
ne Ses Soe: 6: Suns ese wis 
am — PAD ‘Divs etiraciaul Bindi wid 
ae ehideals bead 7300 Jen 7 uactec ; ; : 
— a sPnitlas > di 
”: aes, “hai. it —< e249" % ar 
2S ine ‘11 7; YL? PL p. of oe 
Dae Case ry bAjuana! Saar 12 
me Strut in 
ad - Jia tite. «ew! ie cj 
eS ee tL 34e@7 26 4e 1% ‘ 
S64ueai0) 2) ibey ee 
@ wiry! 46418481. 1667 3 
Slaewilith qaiens ¢ #rte 
| pe1e9 76”) > 
At mei knoe ante " 
severe Fa=* WF wales 3 
“a SL GJM (Ree Suc) idaq en 
4qoces S Arey pa! panei 14@s tate: a ; 
Wes 2H Si. 2Aeea! owe aA favs 
OT Sn.i te S ere O% ie 
poke » adi 4 Liw.atweres? « wit 
=» WA @ nase Ele ry ésnna . 
Pas )cecs ett rans Lessig bSe Tat : 
a wiv 0% 4a178 faa | VRewNoa Nels 


sen 3! 04 GeesiG 3969 Sty . ABA 
oq’ eridua “Fr PAteor, Clem fo Ste 
—3y Gu, i. > Me .S Fr G8 (beer wt! SeeTei1 


—_ 
> aigbde 34th sIeE KE & nd mise ivqe ras 
~mivGrs i(Ghadatoe LeACLIGA atts 


Special Needs and Problems of Mobile Home Residents 


* In addition to concerns shared with other renters and 
Owners, owners and residents of mobile home parks have three 
Special concerns. These are (1) the possible conversion of mo- 
bile home parks to alternative uses; (2) a possible shortage of 
parks; and (3) a possible deterioration of park infrastructure. 


* With respect to conversion to alternative uses: 


-- Thirty-eight percent of mobile home park residents view 
conversion of their mobile home park to other uSes aS a 
Significant concern. 


-- The susceptibility to conversion without zoning change is 
great, since 49% of parks in the City are actually in indus- 
trial zones and another 16% are in commercial or higher 
density residential zones. 


-- Fifty-eight percent of the park owners say they may sell 
their parks. 40% say if the parks were sold the use would 
not be for a mobile home park. 


-- The average park owner reports that the value of his 
property would be 1.79 times larger in non-mobile home park 
use than in mobile home park use. 


* Fifty-three percent of the residents report that they 
would consider buying their parks cooperatively. 


-- The economics of cooperative purchase for the average 
resident suggest that purchase would be possible if good 
long term financing could be obtained. Residents report 
averaging S250 in pad rents... 1f 275ths of this is" for 
costs, the remaining $150 could support repayments on bor- 
rowing of about $14,600 if a loan were at 12% for 30 years. 
The median coach owner reports he has $5,000 that might be 
available for a down payment. This $5,000 cash, plus $14,600 
borrowed, would enable the average resident to pay $19,600 
per pad, somewhat more than what the average owner says is 
the average pad value ($18,202)if the land is retained in 
mobile home park use. 


-- However, if owners were to sell at their estimate of the 
park's value if put into alternate use ($33,896 per pad), 
cooperative conversion would be significantly less afford- 
able for the average park resident. 


* There is widespread agreement among park residents that 
there exists a current shortage of mobile home park space in Los 
Angeles, even without park conversion to alternative uses. 

-- Seventy-nine percent of residents feel the number of 


mobile home parks is insufficient. 
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-- The City has no land zoned for new mobile home park use 
except under conditional use permit. 


* The condition of mobile home park infrastructure does not 


seem to be a special problem for mobile home park residents and 
Owners. 


-- Ninety percent of the residents are satisfied with park 
condition, 83% with upkeep and 82% with speed of repairs. 


-- Only 25% of park owners think their park infrastructure 
needs improvement, and 75% of these intend to make the need- 
ed repairs. Current average annual cash flows of over $1,000 
per pad compare favorably with the under $400 cited as the 
average annual dollar value of capital improvements needed 
per pad. Rent increases at the level of 2.5% of current 


average rents would also support this level of needed im- 
provement. 
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THE LOS ANGELES RENT STABILIZATION SYSTEM: 
THE MOBILE HOME SECTOR 


CHAPTER 1 
INTRODUCTION 


This Report presents the findings of the analysis of Los 
Angeles mobile home housing carried out as part of the City of 
Los Angeles' 1984 Rental Housing Study. The work was conducted 
by a consortium of firms led by Hamilton, Rabinovitz, Szanton and 
Alschuler, Inc. (HRS&A), which served as the prime contractor, 
and the Urban Institute, which designed and performed the basic 
analysis of the data assembled. Arthur Young & Company performed 
the data collection from property owners. Professional Research 
Organization, Inc. conducted the interviews in the telephone 
survey of mobile home tenants. However, all survey instruments 
and other substantive tools employed in both surveys were pro- 
duced by the project leaders. A complete list of the names of 


members of the project team may be found at the end of the Re- 
Porc. 


1.1 Statement of Purpose 


The basic objective of the project, which is described at 
greater length in the comdpanion Report on landlords and tenants 
in apartment units subject to rent stabilization, was to help the 
City to construct the data bases and the analytic infrastructure 
necessary to understand how the rental housing market works, and 
to assess the municipal policy options available with respect to 
that market and the people involved in it. 

This Report, together with its companion volume on the 
apartment components of the rent stabilized housing sector, sum- 
marizes the findings reached in the course of achieving these 
objectives. Another volume of Technical Appendices provides 


methodological analysis and further detail on many findings. 
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However, the team has exerted a substantial effort to make the 
body of this Report meet the information demands of the non-tech- 
nician, while also remaining as comprehensible to that reader as 
is possible within the constraints imposed by a complex topic. 

The Report examines the impact of rent stabilization on Los 
Angeles mobile home "tenants" and on mobile home "landlords." 
Mobile home tenants and landlords are currently treated in much 
the same way as other rental housing owners and renters under the 
Rent Stabilization Ordinance. Maximum permitted rent adjustments 
for units continuously occupied by the same resident are 7% per 
year, with up to an additional 2% allowed when the park owner 
pays for one or both utilities, just as for conventional rental 
properties. However, as noted below, the decontrol provisions 
governing units that are vacated without removal of the coach 
from the site vary from the limitation applicable to other types 
Sf Une s 

While mobile homes constitute a very limited fraction of the 
Los Angeles rental housing stock, they have special characteris- 
tics that merit separate consideration in the design of a rent 
stabilization program. Prime among these is the mixed owner- 


renter situation of most mobile home park tenants. 
1.2 Structure of the Report 


Chapter 2 describes the characteristics of mobile home resi- 
dents and discusses the impact of rent stabilization on mobile 
home tenants. Unlike the tenants who live in rent stabilized 
apartment units, there are two quite different types of tenancy 
situations in mobile home parks. One group of mobile home ten- 
ants occupies coaches owned by these tenants but located on rent- 
ed pads; the other group of mobile home tenants rents both pad 
and coach. This difference in occupancy accounts for the major 
difference in the treatment of mobile home tenants under the rent 
stabilization ordinance. As of June, 1984, if a vacancy occurs 
in a resident-owned mobile home but the home only changes owner- 


ship and is not removed from the site, the increase in allowable 
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pad rent is restricted to the lesser of 10% or the highest com- 
parable rent in the park. If the coach is removed from the site, 
on the other hand, the rent charged to the next tenant is com- 
pletely decontrolled. Coaches rented with 

pads are always decon trolled at vacancy just as apartment 

units would be. Previous to the 1984 amendment, if only pads 
were rented the 7% rent increase limit applied even at vacancy, 
so that current provisions are less strict than prior controls on 
rents at vacancy. 

Mobile home park owners are also somewhat different from 
landlords who own other types of residential multi-family proper- 
ties subject to rent stabilization. They tend to have greater 
costs for investment in and upkeep and operation of park infra- 
structure and grounds than landlords of conventional rental prop- 
erties and lower costs for the actual housing units themselves. 
Chapter 3 discusses the situation of mobile home park landlords 
in detail. 

Chapter 4 looks at the impact of optional rent adjustment 
formulas on both mobile home tenants and landlords. The alterna- 
tive formulas discussed are identical to five of those discussed 
with respect to the rest of the rent stabilized population. They 
include a formula geared to 100% of the all item Consumer Price 
Index (CPI) for the Los Angeles metropolitan area; a formula 
geared to the Non-Shelter Component of the CPI; a formula geared 
to a percentage of the CPI set to equal the ratio of building 
operating costs plus profit to operating income for park owners; 
the current flat ceiling of 7% on the annual increase in the 
rental charged for an unvacated pad; and a Cost Based formula 
which relates rent increases to increases in operating and main- 
tenance costs. They also include two additional formulas geared 
specifically to the mobile home sector -- a mobile home cost 
Based formula and a mobile home cost based percent-of-CPI for- 
mula. 

In addition, special conditions of other kinds, such as 
zoning restrictions on the development of mobile home parks, 


affect the situation of both park tenants and landlords in ways 
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distinct from owners and occupants of the rest of the rental 
housing stock. 


problems, 


Chapter 5 discusses these special conditions and 


CHAPTER 2 
THE BENEFITS AND COSTS OF RENT STABILIZATION TO LOS ANGELES 
MOBILE HOME PARK TENANTS 


This Chapter examines the impact of rent stabilization on 
Los Angeles tenants who live in mobile home parks. As in the 
analysis of tenants in traditional multi-family units, several 
key issues are addressed: 

* What is the current housing situation of mobile home park 

tenants? 


* How has it changed since the imposition of rent stabiliza- 
t20ne 


* What financial benefits and costs have accrued to this 
population as a result of rent stabilization? 


* What benefits and costs of a non-financial nature can be 

attributed to rent stabilization ? 

The Chapter has five principal sections. We begin by de- 
scribing the data sets employed in the analysis. We then examine 
broad trends in the cost and quality of mobile home housing in 
the City during the period 1977 to 1984. The third section pre- 
sents estimates of the benefits and costs that have resulted from 
rent stabilization which can be expressed in financial terms, 
while the fourth section examines other benefits and costs that 
do not lend themselves to financial expression. Finally, the 
Chapter concludes with a brief summary overview of our general 


findings. 
2.1. The Mobile Home Tenant Data 


Two data sets were used in the analysis of benefits and 
costs to tenants: the 1977 Annual Housing Survey (AHS) conducted 
under Federal auspices and including data on 21 Los Angeles mo- 
bile home park households as part of a nationwide data base; and 
a 1984 telephone survey of 200 randomly selected mobile home 


tenants in the Los Angeles area conducted specifically for this 
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study. Since so few Los Angeles mobile home park households were 
included in the AHS, the treatment of that data, in the section 
of this Report on changes in mobile home tenant and housing char- 
acteristics, is illustrative only. 

The primary data set, the 1984 telephone survey, is a 3% 
sample of all Los Angeles mobile home park households. Of the 
200 respondents, 13 were excluded from the analysis because the 
residents stated explicitly that their units were not subject to 
rent stabilization. The remaining respondents were overwhelmingly 
households that owned their own coaches and rented only pads from 
park owners. One hundred seventy-five, or 94%, fell in that 
category, while only 12 households, or 6%, rented both pad and 
coach. For many purposes below, the two groups are combined. 
Where characteristics of the two categories of households differ 
conceptually, such as in the role of rental payments in overall 
housing costs, separate treatment is provided. 

Exhibit 2-1 summarizes the characteristics of the tenant 
sample used in the mobile home analysis. Exhibit 2-2 compares 
the characteristics of this sample to that of the sample of ten- 
ants in the analysis of conventional rental housing. The latter 
Exhibit indicates clearly that mobile home park tenants are sub- 
stantially different from other renters. With respect to age, 
the head of household in more than three-quarters of the mobile 
home households is at least 62 years old. The mean age of the 
head of household in mobile home tenant families is 67 years, 25 
years more than for apartment renters. Two thirds of the mobile 
home households have at least one elderly member. Only 2% have 
any children under 18. With respect to household size, the aver- 
age is 1.6 members per household in mobile homes, a signifi- 
cantly smaller household size than is characteristic of tenants 
in apartment rental housing. Ninety-eight percent of all mobile 
home residents are white, in contrast to 54% of renters of apart- 
ment units. And ,43% of mobile home tenant households are fe- 


male-headed, compared to 38% of apartment renters. 


—_ 2 , 2 
i Gst en ao tend G.| et * shia yo « 


a a oe | Say Cfass ) Ori aay aS! . Ay oa dua Dri [Se 


yi! oS, ait 2rr An as Ea ‘cao’ a 4t aA 
¢ aE ¢ ~~ iz > S a” 


VAG 2 attr wiag OTE) #' ar 62h onl 

rnin panty Seo! eli)iire folanip pj 24 

aio vens pi ete Geelilare ons <2 ,apetye at 

ad Ghite Qears” adie ¢3. ~ fb ies 

; 3. == eGee iii. Masta’ mw” 28 
yf 'Gip QOS Awe XP He : = wiy ASS 

ee er Sf .evur ay iD ye i. * Sra! . i- 


5) ‘e ifa Se » & (AR: & 


> 
ee 


_ 
a 


bay iF Cee aAioww! ew PI 
_ be iulatiwian ves Ze - 
Valea Sn elirs wilt uo ie . 
Pett ve Sul snees ts ae } jjns 2h 
er ashiaeyhuihin ety j= _seen Ed 
: F oe oe,  s8ieylene sea e2F 4% be 
ee MEN oA Sighe® GIA3 Se B21 
W ides Parereagvans to @izy-e 
ge aie siiiiee 4445 4iie °: ¥ 
Pn. cite seers! 1. five . 
: pee aA jon ht Nbatas 
: # fit, aig A Shee, OV eles 
oe > “gery. y apen earn) WEbGeo wt &'e fi 
7 qepei ke ~* (SrtA Chem yang ey ms é 
0 are me Pinas am ane a 
Riise oe ganqgnes 21%q (Wt aafew es 
wt! yaa i 11 0 ae" | €300— ‘ & 
> rw) ES WIGA iS . Lapuaeq (seer ings fi? 
7 svt. "ae dia me eoofe 20 wre 0RSE il: 
ied! aki pam 971400 tao ett yoeu Jine we 


p> fepe aan Wy OAT 66 beereias «Selene lye 


EXHIBIT 2-1 


The 1984 Sample of Mobile Home Households 


Household Characteristics Percentage of Households 
Age 

fae 30 2% 
30} "161: 22 
62 + 74 
Female-Headed 43 
White 98 
Income 

SO - $5,000 eal 
$5,000 - $10,000 21 
$10,000 - $20,000 32 
$20,000 - $30,000 20 
$30,000 - $40,000 10 
over $40,000 6 


HUD Income Categories 


Very low 25 
Low 24 
Moderate 3 


Above Moderate 6 ay 


Length of Tenure 
Less than 1 year 


0 
1 - 3 years 5 
3 - 6 years 29 
6+ years 65 
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Household Characteristics of Mobile 
Apartment Renter Households 


Characteristic 


Age of head (years) 


Number of 
household 


Number of 
household 


Number of 
household 


People in 
age 65+ 


People in 
under age 


People in 
age 18-64 


18 


Total number of People 
in household 


Mean Length of Tenure 


Race (% white) 


Mobile Homes 
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1. Standard errors in parentheses. 


* Mean value 


conventional renters at the 


** Mean values differ at the 


-05 level. 


Home and 


Apartments 


42 
(23°59) 


320 
(.01) 
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Mobile home residents are typically of quite limited means. 
Sixty-four percent of these households have incomes under $20,000 
per year. Average income is $19,937, significantly less than the 
$23,634 average for other renters. By U.S. Department of Housing 
and Urban Development standards pertaining to combinations of 
household income and size, 25% of mobile home households are 
“very low income" and another 24% are “low income."l Since all 
income figures are for current income, they reflect in part the 
fact that many mobile home residents are retired. 

Most striking, mobile home households are significantly less 
mobile than other renters, with mean lengths of tenure in their 
Current pad locations of 9.1 years, two-thirds longer than their 
counterparts in rental apartments, who have been in the same 
place an average of 5.5 years. Nearly two-thirds of mobile home 
tenants have been in place six years or more. 

By common standards of home size and physical condition, Los 
Angeles mobile home park residents are well-housed. These char- 
acteristics are compared with the characteristics of tenants in 
conventional rental housing in Exhibit 2-3 and 2-3a. Two-thirds 
of the mobile home tenants live in double-wide coaches, on lots 
averaging almost 2,400 square feet. The average number of rooms 
is 4.44, significantly larger than the 3.38 average for other 
renters, although room sizes are not comparable. Not a single 
mobile home household is "crowded," using a definition of more 
than one person per room, while 16% of apartment renters live 
with this level of crowding. Seventy percent of mobile homes 
have two bedrooms; nearly all the rest have one. Thirty-nine 
percent have one complete bathroom and the remaining 61% have 
more. Ninety-six percent of the mobile home park residents re- 
port that they are very or somewhat satisfied with the size of 
their units, compared with 86% of apartment renters. 

Even in terms of the special housing condition problems 
mobile homes may have, Los Angeles park residents generally enjoy 
good housing quality. Housing conditions are shown in Exhibit 
2-4 for mobile home residents and compared to those reported by 


renters in apartments in Exhibit 2-5. Uneven settling of coach 
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EAHIBIT 2-3 


Measures of Size of Los Angeles 
Mobile Homes and other Rentals, 1984 


Measure Mobile Homes Other Rentals 
Mean number of Actin 4.44* SG 
Cx02,) C03) 
Percent sovercrowded Os 16 
Percent Very satisti,ed Or TEs €6 


somewhat satisfied with 
Size of writ 


Ly Standard errors in parentheses. 


Significantly different from conventional renters at the: 201 
level (smal) cell size in “percent overcrowded” ~imakesvehi-— 
Square test questionable). 


EXHIBIT 32-34 


Numbers of Bedroom and Baths, 
Los Angeles Mobile Homes, 1984 


1 ES 2 3+ 
Bedrooms 26% Near 70% 4% 
Baths 39% 13% 478% 1% 
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EXHIBIT 2-4 


Housing Condition Problems Specific 
to Mobile Homes, 1984 


Problem 


Uneven settling of blocks, 
Loundat1ons, OF supports 


Problems with joining of 
double-wide sections 


Airleaks in walls 
Inoperative doors or windows 
Other outside wall problems 
Buckling of inside walls 
Other inside wall problems 


Buckling floors 


Percent of Coaches with Problems 
eS ee ee ee) eet 


2i.s 


EAHI BLT y2=5 


Housing Condition Problems for 
Mobile Home Residents and Apartment Renters, 1984 


Percent with PrOblene 


Problem Mobile Homes Other Rentals 
Wiring not concealed 0.5%" 9.0% 
Lack complete plumbing 0.07 Ora6 
Deficient heating equipment Pee 10.4 
PreSence- OL rats. Or mice ee Jeon 
Cracks tor jnoles on walls Ons: UF tara 
Holes in floors Teta 4.0 
Perceived in need of repair pe Weer 


x * 


Percentages are of all those answering the question. 


The definition of “perceived in need of repair” differs 
between mobile homes and other rentals, with the latter 
including additional items pertaining to common spaces not 
present in mobile homes. The figures are therefore not 
directly comparable. 


Significantly different from conventional renters at .0l 
Yevel. ‘Note that the accuracy of Chi-Square tests in this 
table is questionable because of very small cell sizes in 
the mobile home “problem" cells. 


Significantly different from conventional renters at .05 
Yevel. Note that the accuracy of Chi-Square tests any this 
table is questionable because of very small cell sizes in 
the mobile ‘home “problem” cells. 


7 - : 
<4 LAW a> eral £4 x =4\ Gu 


ie mses ah, Wy Depa” 

og s-a 0. Teles Oe s i> 
=» GF 4%) 1) corey j = 
“ae: @2eer or ; Low“ iy nay 
— ae 2 iAg ae 


> - 


eee banish Met 2ETOSEIEA'. ¢ toa 
area * Pas th. vbootey are Veve west ih 


>: aha vo 2¥, a a B.6i5 ie 4 
\ = 


alses iend ug 


a 
S Pie sGeyaen cA) ewe OM OF 4pye-? osat 
a wr Sees? ae Vii “a2 @a\F ad wil 


7 
nm ifm — @0nr Wwe teu usd? ’ s (aecovirJeqs ies 


_ - PeELiann “set Maws” Gantt 25) Ci 


hm 
a 


—? « 


- 7 

io 

rn 
a ~_ 
a 


Supports is a fairly common condition in mobile homes, affecting 


12% of the households. But, neither this condition nor other 


factors have caused substantial numbers of homes to have problems 
with coach joining, door and window fit, leaks, or buckling. 105 
the eight problems listed in the table, the average coach had a 
reported total of only 0.2 difficulties. The coaches also are in 
good condition in terms of measures applicable to apartment rent- 
als. With the exception of signs of rats or mice, only about 13 
or less of mobile home tenants suffer the various problems 
listed. Each surveyed coach has at least one complete bathroom. 
Few have heating deficiencies, defined as lack of heat or heat 
only by portable room heaters, whereas this is a more frequent 
deficiency for other rentals. Wiring, wall and floor problems 
are both uncommon and significantly less so than in conventional 
units. A composite condition measure, “perceived in need of 
repair," was created, defined as either a heating or plumbing 
deficiency or two or more of the other deficiencies. Only the 1% 
of mobile homes with heating deficiencies fell into this compos- 
ite problem category of coaches in need of significant improve- 
ments. 

The condition, management, and location of mobile home 
parks, and conditions in their immediate surroundings are also 
important determinants of resident quality of life, combining 
aspects which would be expressed in concerns for common spaces, 
grounds, and neighborhood for tenants in conventional buildings. 
The average mobile home tenant lives in a park averaging 183 
pads.2 As indicated in Exhibit 2-6, 52% live in parks 15 to 25 
years old. “Only 5% live’ in parks built since rent stabilization 
began. Ninety percent live in a park managed by a resident man- 
ager. Exhibit 2-7 indicates level of resident satisfaction with 
six components of park upkeep, management, and location. Resi- 
dents are generally satisfied with most dimensions of park condi- 
tions, though often only "somewhat" rather than consistently 
"very" satisfied. For the three measures of park conditions 
--physical condition, upkeep, and speed of repairs -- 80% to 90% 


of residents were at least somewhat satisfied and 40% to 50% were 
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EXHIBIT 2-6 


Distribution of Residents by 
Mobile Home Park Age, 1984 


Age of Park Percentage of Residents, 
bess «than, 6 «years | 5% 
es avears Lg 
io ee veans De 
26 T= 3S Vea ES 5 
36 - 45 years 5 
46+ years 4 


EXHIBIT. 2-7 


Residents' Level of Satisfaction with Mobile 
Home Park Characteristics (Percentage Distribution) 


Very Somewhat Somewhat Very 


Characteristic’ Satisfied Satisfied Dissatisfied. Dissatisfied 
Physical condition 
of park 49.7% 40.13 6.48% 342% 
Park overal 1] 
upkeep 49.2 3-45.72 be Be 5.4 
Speed of repairs 
to park facilities. 40.9 40.9 B23 979 
The owner/operator 3679 S51. 149 Bless) 
Manager's perfor- 
mance 423 3585 14.3 a9 
Distance from work 53.0 WZ ee 376 Lee 
l. All percentages in the table are among people who actually 
answered the relevant question. For most characteristics, 
there were few non-responses. But distance from work had 


55 percent non-respondents, likely reflecting retired status 
of many residents. 
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very satisfied. Speed of repairs was slightly less well-regarded 
than resulting condition. Seventy-four percent of mobile home 
residents were satisfied with owner/operator and manager perform- 
ance, with slightly more than half of those satisfied being 
“very" satisfied. Ninety-five percent were satisfied with park 
location in terms of distance from work, but many residents did 
not respond to that question, presumably because they are now re- 
tired, 

Mobile home park tenants were also asked if certain condi- 
‘tions in their parks and surrounding areas were so bad that they 
would, as a consequence, like to move away. As Exhibit 2-8 
shows, the numbers of mobile home residents with such strong 
negative feelings about their park surroundings were few. Inade- 
quate police protection and extensive highway noise were the most 
common serious problems which tenants cited as potentially caus- 
ing them to consider moving, but even those were severe problems 
for only 6% and 5% of households respectively. Even fewer felt 
pressed to move by abandoned buildings, trash in the street, 
inadequate neighborhood shopping, or inadequate recreation fa- 
cilities. Problems of inadequate police protection, the presence 
of abandoned buildings, trash, and inadequate recreation facili- 
ties were signficantly less often considered severe than they are 
by renters of apartment units. However, the standard for identi- 
fying a serious problem among this set of characteristics -- that 
it be so serious as to cause the mobile home tenant to move -- is 
very demanding, given the immobility of the tenant population in 
this housing type. When mobile home dwellers were separately 
asked simply if their park had adequate security to prevent un- 
welcome strangers from entering, 43% said they did not think so 
-- many more than the 6.4% who thought poor security made them 
want to leave. Exhibit 2-9 indicates that looking across the 
many park characteristics mentioned above, most mobile home resi- 
dents felt positive about their parks. Forty-two percent of the 
residents rated their parks as excellent and another 41% as good 


overall. 
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EXHIBIT 2-8 


Frequency of Nexghborhood Conditions Sufficiently Bad 
to Cause Mobile Home and Conventional Renters 
to Wish to Move 


Percentage Of Residence. 


Condition Mobile Homes Conventional Renters 


Inadequate. police: or 


park protection 62 4% r0© 
Presence Of boarded-up or E. 

abandoned buildings G5 PS) 
Trash in street ec US Aas 
Inadequate neighborhood 

shopping 4.8 Tea 
Inadequate recreation 3 

Paci in tves Nags) iP) 
High level of highway 

noise So not asked 
l. Percentages for these variables are neasured as the share of 


“ves” responses in all surveys taken including “not ‘sure™ 
cases, on the basis that very bad conditions sufficient to 
warrant moving would have produced a response. 


* Significantly different from conventional renters at 20.1. 
levels. Small cell sizes for abandoned buildings and .ecre-— 
ation facilities among mobile home residents make Chi-Saquare 
tests of questionable accuracy. 
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EXHIBIT 2—9 


Residents’ Overall Ratings of Mobile Home Parks 


Rating Percentage OfpResidents 
Excellent 42% 
Good 41 
Fair 16 


Poor 4 


2.2 A Comparison of Trends in the Housing Situation of Mobile 
Home Renters: 1977 - 1984 


2.2.1 Trends in Rents and Rent to Income Ratios 

Mobile home park residents have a more complicated housing 
cost situation than renters of apartments. Most own their 
coaches and have ownership-related costs, much like other home- 
owners, aS well as paying pad rent and other charges to their 
park-owner landlords. Given the preponderance of coach ownership 
and the small number of coach renters in the sample, the housing 
cost analysis concentrates on coach owners. Relevant coach 
renter information is also provided. Comparisons of current 
mobile home resident costs are also made to the costs of apart- 
ment renters and to the costs borne by mobile home tenants in 
1977, before the adoption of rent stabilization. 

Exhibit 2-10 indicates that during 1984, mobile home park 
residents who owned their coaches paid an average of $248 per 
month for their pads. The range of pad rents was substantial, 
from $120 to $550. Virtually none of this pad rent was reported 
aS arising from special fees related to either capital improve- 
ments or other special services. Only four households indicated 
awareness of any such charge.3 Additional rent for amenities and 
services was also apparently negligible. Exhibit 2-11 indicates 
that while park residents do receive a variety of amenities with 
their pad rentals, virtually all of these are included in rents. 

Exhibit 2-10 also shows that current mortgage payments aver- 
age less than $60 per month. This low average reflects the fact 
that only 21% of the 135 coach owners who reported their mortgage 
payments had any mortgage at all. Those who had mortgages paid 
an average of $267 in mortgage costs per month. Property taxes 
were the next most significant cost component for coach owners at 
over $50 per month, but total utilities at $43 per month were 
nearly as large. Average costs for individual utility components 
are affected by how many of the residents, rather than the park 
owners, pay for the particular cost. Most mobile home park ten- 


ants pay separately for electricity and gas, but few pay garbage 
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BAHL BIT 210 


I Oweahomen lay wioucing Costs, FOX 
MODmee Home Park Residents 


Coach Owners 1 Coach Renters 

Cost Component Mean, Monthly Cost Mean Monthly Cost 

Rent $248.00° 5202800" 
(5.49) (ala7asOr 2a 

Mortgage payment 57.46 Rae 
(10263) 

Property taxes Dice U Le Teas irs 
C9e35:) 

Pleecrrircity 24.14 32200 
(25.653) (7ice Tl) 

Gas ee neat 8 4255 
Cy 2+) (CS. 259 

Garbage 02.30 0.00 
URS) (0.00) 

Sewer and water Ones 2 0.00 
(Ore) (0.00) 

Maintenance B34 hierar 
(4.44) 

Total cost--—computed as sum 

of component averages above 434.16 Pot i eat 6 
Total. cost-——-computed, for bit OPP 2 Toe 
only those households 4 €1:6:5:23) (242973) 


reporting each component 


i Stancaraverrors in parentheses. 

2. Rent for pads. 

as Rent for pads and coaches together. 

4 Some residents reported certain cost components but not others. 


The first total cost measure in the table represents the sum 
of averages for each component, where the component averages 
are obtained using every resident who reported for a given 
component. The second total cost measure is the average total 
cost only for those households who reported every component 


n.a.: Not applicable. Tenants may do some maintenance even on 
coaches they rent, but we did not collect the data. 
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EXAEBIT 2— 1 


Amenities and Services Provided sin Mobile sone Parks. 
and Related Charges, Coach Owners 


Provided Provided Not 
Amenity or Service with Rent fom Lec Available 
3 Garpoyt 648% 0% 36% 
Visitor parking Ou 0 9 
SeCCUrICY System 42 Z 56 
Swimming pool 3 0 ee 
Jadecuzzsy hot cub 49 1 S50 
Tennas court as: iN B4 
Laundry 94 4 Z 
Heal thy 167. Ub) aes Ss pa ZS 0 75 
Community room 82 1 Aa 
stores 26 0 74 
Unit air conditaoning 43 0 Se 


PXHLDEr 22 


Who Pays for Utilities of Coach Owners 


Paid by Paid by Not 
DEUEECy, Resident Park Owner Aoplicable 
Elect rmvei ty. 79% 20% 1% 
Gas 62 Bey } 
Garbage collection 6 88 5 


Water and sewer 5 91 3 
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Or sewer and water costs directly and no one reported paying 
either one-time or periodically for utility hookups. Coach main- 
tenance costs were the smallest category of expenditures, at 
$33.54 per month, but were not far behind utilities. 

Total monthly costs, including all these components, amount- 
ed to $374 per month for coach owners. That figure is computed 
by averaging total costs among residents who reported each cost 
component. If the averages for each component contained in Ex- 
hibit 2-10 are computed by including every household responding 
on that component even if they did not respond on all, the total 
cost, 1s $434. 

Mobile home residents who rent both pad and coach pay sig- 
nificantly less for their housing than do coach owners. Their 
costs are shown in the right hand column of Exhibit 2-10. Rents 
for pad and coach together averaged $15 less than pad rents alone 
for coach owners. Adding utilities, the total costs of coach 
renters come to $275 = $279 per month, about 595 — Sl55 cless 
than for coach owners.4 

The higher housing costs of coach owners reflect the sub- 
stantial investments they have in their coaches. Exhibit 2-13 
summarizes these factors. The average owner paid almost $22,000 
for his coach. Transportation and other set-up costs were mini- 
mal, in part because three-quarters of the owners bought their 
coaches in place. Buyers, including those without mortgages, 
reported borrowing an average of $4,875 for purchase, but mobile 
home tenants who borrowed averaged nearly $21,500 in mortgage 
expense. Residents estimate current average coach values to be 
76% higher than the average initial purchase price. Using those 
estimates of current value, responding coach owners average 
$30,177 equity in their homes above current mortgage debt owed .95 

How burdensome are mobile home residents' costs, given 
their incomes? We examined this situation separately for coach 
owners with mortgages, owners without mortgages, and renters. 

The key data are summarized in Exhibits 2-14 and 2-15. Consider 
first the relation of total housing costs to income.® For all 


coach owners, an average of 30% of income is going to a combina- 
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EXHI BETZ 


Initial Costs and Current: Values 
of Resident-Owned Coaches 


Purchase price of "coach 


Transportation, set-up, hook-up costs 


Amount borrowed for purchase 


Estimated current coach value 


Estimated current equity (value net 
of current debt) 


1. Standard errors’ in parentheses. 


Mean 


221,979 
(154 08)) 
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EXHIBIT 2-14 


Rent to Income Ratios, 1984 


Mean eee 


Burden Coach owners Coach owners Mie ecoaeh Coach 
Measure with mortgages without mortgages Owners Bewee. 
Tocalehous— S561. ..04 See. Sra eal, S$27:512°6 
ing cost (3402-0) i dr fete gh ()'6:..2:3-) (2-4259) 
Ratitieo ft (total aoa eee 5.0 sols? 
housing costs 20s) (C303) C02") (038) 
to income 

Ra Grotto Trent 44 78 mathe Bushey 
to total C1034 (or) 02) (.03) 
housing cost 

Ratwouof rent os Ls) ees Ae is) 
to income (02) (0:23) 0) (20:3) 


lo Standard errors Hin parencneses- 
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EXHIBIT. 2-15 


Distribution of Housing Cost-to-Income Ratios, 1984 
Ratio of Total Housing. Cost to. Income 


Household Garegory (Less than 20% 20 - 293% 30 - 39% 40% + 


Coach-owner 
households Son 1s Z2S6% LLG OAs 5 Zien S 


Coach-renter 
households 10500 20:20 Gra0 ow.0 


Coach-owner 
subgroups: 


Under 62 years 


old SS 603 Cras be ey EG. 
G2-0tr older Te) 26.0 18.0 225.0 
Income under 

$10°,.000 Or0 PS0 25380 60.0 
Income $10,000 - 

$20,000 20.0 4550 Pesy AY OO 
Income over 

$20,000 anor ey ot 8.3 Cres O0 
With mortgages 250 12h 50.0 2S 


Without mortgages Sekai Zoe) LSisi6 25.0 
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tion of pad rent, mortgage payments, utilities, taxes, and main- 
tenance. This is precisely at the level considered "affordable" 
according to Federal standards.7 Of the coach owners, 38.7% pay 
over 30% of their income for housing, including 21% who pay 40% 
Or more, Coach renters pay significantly less of their income 
for housing, with 90% paying under 30% and only 10% paying 40% of 
their’ income. . 

Among coach owner subgroups, tenants under 62 years of age 
are more likely than seniors to pay less than 20% of their income 
in housing costs, but otherwise the housing burden distribution 
is similar between age groups. Very low income mobile home ten- 
ants, with incomes under $10,000 pay higher shares of their in- 
comes in housing cost than any other group. Of those earning 
$10,000 or less per year, 85% pay over 30% of income for housing 
and 60% pay over 40%. In contrast only 8.3% of those with in- 
comes over $20,000 pay more than 30% of their incomes for mobile 
home housing. 

The average ratio of total costs to income is not signifi- 
cantly different between coach owners with and without mortgages, 
although a somewhat smaller share of the group without mortgages 
have burdens over 30%. This is somewhat surprising, given the 
sharply higher total costs for households with mortgages. As 
shown in Exhibit 2-14, an important part of the explanation is 
that coach owners with mortgages pay a significantly smaller 
share of income for their pads than do other owners. Apparently 
they economize on such things as pad size or park quality and 
location in order to lower total housing burdens and meet mort- 
gage payments. Coach renters also pay less of their income for 
rent than do coach owners without mortgages, but for them that 
translates into lower total cost burdens. Coach owners with 
mortgages have far less of their total housing costs in the form 
of rents than do other coach owners or renters. Mortgage paying 
mobile home park residents will thus be less affected by any 


change in rent formulas than their counterparts among either 


y2 


7 : 


a lal ewer, ti8 jisheetee Seal wea ees “i Sn fet 
@rrahixi-as cages pice de Yis2 dead © peg Seairewas 


8s psa Ayes $9195, - = aKeNy. ip ees O27 GAPRHIVeh 
cy a £45 AIFS Ss er basos’ 54 anne) ize? on 75+ gav< 
a 


paaee mee s- Te, dw E et nkr ivate, ¢ s7, Oty ieez Paces S a0 
| = Paseo Ar Bl sabe peiymy FON eahy .8Y rt 


- >. oe Leis: a3 


Ji 


i= sealer Rar ‘ Jae Ole Conn 9h 
RTGS amis eee! varoe? yee ladh tadt ios asin 
a baa eolese-) ek) GkSvae@tia fod . er 0) aioe 
wae rs wnt oe Ria 369 “edd 
> Saligit ven 6°45 


25 » 20S S Pos HE IA- Vive mis ; 
vim 


re seth ¥% Lara sov0 Yur ' 62% g 2EP4 } 3e 
a 7 ; 
rf is 0.8 yiny Deesirner 1 gen 
2 oe 7 om : . _ ; 
5 at, spams pe sus nen @*T7c ery) (« 
- ~ o c = ‘a 
: 
: Seen) GF stece 1496410 @)ce2 4m . 
ene Sen sly seeaww donus ascuss: 
sg: ie qucrie ans Fr epee see tac beth ae or 
sZadsnsaa S60QV5C09 27 2PAart 7% 
Pe toiw aPloisepod 192. eeer™ us: “ 


eae GG Siam gaakisegel Be 2A FHF S i CRE on 


= a 


} 
Pa 


5 eritei= ® Yea. @3Peae yp 7s ~~ - “i ; f 
TNS: 2e730 ob nsdd shes. ri wis peas 
oe 26.8218 hes ce apetde foe fo erimh 


hoc + Cees. 2c) wood. .A35t (4A! oY FOF af ia 
4. Gos | 

me 78. e2e! vag aels §ie%Gwe: Soest ; e =o 
cane g@Gnspd 108) “vwenilw cece dogs 
(Sec) saree rie 3485 taAds= feud | 3 ow ens. 
Pwriadent iggo? sters 2 46 tnt 0% amare; 
Saesteet a0 EF Tow fie a7 T®* “i Oc re iz 4 a *, 
weet ‘ee uote. Ifiy- srrebieer 230d 1th efsg 


Saeve? 11s Ch uelweses onaT i, wp 


renters or owners without mortgages. Coach renters have more of 


their housing cost in the form of rent than do all owners to- 
gether and will thus be the most affected by formula variations. 

Exhibit 2-16 compares the costs and cost burdens of mobile 
home park residents to those of apartment renters. The appropri- 
ate comparison is between total housing costs for coach owners 
and gross rent for conventional renters, since gross rent (con- 
tract rent plus utilities) represents the total housing cost for 
the latter group. Average costs for mobile home owners are a 
Significant $70 less per month than that of apartment renters. 
But because apartment renters have higher average incomes than 
coach owners, the cost-to-income ratios are 5% lower for apart- 
ment renters than for mobile home renters. However,this differ- 
ence 1s not statistically significant. 

Finally, in Exhibit 2-17, 1984 housing cost and burden meas- 
ures are compared for coach owners to comparable measures for 
1977.8 Pad rents seem to have risen by 8.4% per year over the 
period since the adoption of rent stabilization. This rent in- 
crease represents a combination of adjustments while residents 
were in place and when pads and coaches were vacated. Annual 
rent increases for park residents who have stayed where they are 
now since either 1978 or when they arrived, if that is more re- 
cent, were 7.6% per year for coach owners and 7.5% per year for 
all park residents, for a total of 76.4% overthe period. These 
increases did not differ significantly by whether residents had 
been in place during the entire period of stabilization or not. 
Since mobile home residents' average incomes also rose by 7.3% 
annually during the 1977-1984 period, estimated average rent- 
to-income and housing-cost-to-income ratios rose only by 5.5% and 
8.1% respectively over the period. The changes in those ratios, 
measuring changes in cost burdens, are not statistically signifi- 
cant. In contrast, gross rents for apartment renters rose by 
116.5% in the period, or 10.9% per year, much faster than ‘the 
rise for either mobile home pad rents or total mobile home hous- 


ing costs in the same period. But faster rising incomes in the 
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Comparison Oh L846) tousmmg Costs. and Burdens 
Mobile Home Owners and Avartment Renters 


Mean vais 


Nobile Home Owners Apartment” Renters 
Total housing eoete SS Ee ea $444.39 
(16. 2:3) C4ixs3:S) 
Housing-cost-to- 2299 re0 5 
income ratio“ (0255) (800.7) 
ile Standard errors in parentheses. 
2. For avartment renters, “housing “cost” 1s contract’ Temeep lus 


Utilities: for mobile homes, 1t iuneludes Joad rentesutwi ene 
mortgage payments, property taxes, and maintenance. 


Significantiv different from-sconventional rentersmacetne 


(Ol. Level, 
EXHIBIT 2-17 
Change in Housing Cost Burdens 
of Mobile Home Owners, 1977-1984 
1 Percent Chance 
Mean Values pe Bae 1984 (total over 7 yeas 
Pad rent $140.60 $248.00 76.48% 
{JO Gy (5.49) 
Total housing cost S496 a6 S356. 00 81.0% 
2.346 6)) Gls 20) 
Rent-to-income ratio a Pad We 3) = 20 SoS 
(2042) (20.25) 
2 
Housing=—cost=to-— Bees deat eee IS) Sir leat 5 
income ratio (.044) C..02.4)) 
Hiss Standard errors in parentheses. 
25 Total costs are different from previous tables because 


maintenance is excluded in order to match 1977 data in 
which maintenance cost 15 not available. 
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apartment tenant population kept the increase in rent-to-income 
ratios for these renters to 5.9%, much like the 5.5% change expe- 
rienced by coach owners. 

Recent rent adjustments experienced by mobile home residents 
who have been in place long enough to have an increase since 
moving to their current parks reflect the actions of park owners 
within the constraints of rent stabilization in a situation where 
vacancies are seldom occurring. Rent adjustments are in general 
near the standard maximum limits set by the stabilization ordi- 
nance but not precisely so. Exhibit 2-18 provides resident re- 
ports of the size of their most recent increases. The reported 
average increase for all residents was 7.2%. For mobile home 
residents who pay both gas and electric costs themselves, the av- 
erage, at 7.3%, slightly exceeded the 7% that is allowed without 
special circumstances. The smaller number of residents who pay 
one utility had increases of 6.5%, well under the allowed 8% 
level. Residents paying neither utility themselves averaged 8% 
increases, again substantially below the 9% limit. The distribu- 
tions of increases show that most, but not all residents in each 
category had average increases lower than the lawful limit.9 

The survey revealed that 88% of the mobile home residents 
believe that park owners always raise rents to the legal maximum 
rate but, in contrast to the perceptions of a larger proportion 
of apartment renters, only 1% believe park owners exceed the 
maximum. Note that only 28% of the mobile home tenants, compared 
to 41% of the renters of apartment units, did not know whether or 
not their mobile home parks are subject to rent stabilization, so 
that this is likely to be a more knowledgable group than the 
apartment tenant group on the provisions of the Ordinance. Ninety 
percent could identify 7% as the allowable annual increase. 

Eighty percent reported that increases are annual, and 14% re- 
ported that increases occur every two years. Rents were set in 
written leases just over two-thirds of the time. 

Survey results indicate that there is virtually no increas- 
ing of fees for amenities as a way of further increasing what 


residents pay. Less than 2% of all households (i.e., 3 sample 
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EXHIBIT 206 


Most Recent Rent Adjustments, Mobile Home Residents (in place) 


Pere enc All Residents Paying Residents Paying Residents Payine 


Rente increases Resadents Gas cand? Electric Gas 50r Electric Nes chem Upiley 

Less than 6 24% 23% 33% Vas 

be = Grd2 sb) 16 20 17 

7 00 22 2A 20 24 

TiO B= 83.010 Be 22 20 2 

810.1 F203 70.0 5 6 3 0 

More it hanied FP) et 8 21 

Average Value? ee Shree Ort 728 
(0.2) CO 3) (O%53:) (OrS)) 


1. Standard errors in parentheses. 


households) reported additions to fees compared to the pre-stabi- 
lization period. One-quarter of residents reported observing 
majOr capital improvements in their parks since 1978, and one- 
quarter of those said their rents were raised as a result.10 
Nearly 90% of these residents recognize that the rent law does 


not allow special fees or rent adjustments for maintenance. 


2.2.2 Other Changes in the Housing Situation of Mobile Home 


Residents 


The characteristics of current mobile home residents and 
their housing conditions can be compared to those in 1977, before 
rent stabilization began in Los Angeles, using the 1977 Annual 
Housing Survey for data for the earlier period. Exhibit 2-19 
indicates that several basic household characteristics have 
changed little in the period. The average age of households 
heads was nearly 64 years in 1977, not significantly different 
from the present 67. Household size is virtually unchanged. 
Proportions of female heads and the overwhelming predominance of 
white households also did not change significantly. Mean income 
grew 64.1%, or about 7.3%. annually. This vs slower than jene 
10.5% growth in average household income for renters of apartment 
units during the same period. The most notable change between 
1977 and 1984 is the increase in mobile home residents‘ length of 
tenure in their current locations. Average tenure rose from 5.8 
to 9.1 years, an increase of 57%. 

Housing conditions appear to have changed for the better be- 
tween 1977 and 1984, on the average, for park residents. Ex- 
hibit 2-20 shows that typical coach size grew by more than one 
full room. Problems with crowding, wiring, plumbing, heating, 
and overall repair needs declined. Only the presence of mice and 
rats rose. The decline in reported mobile home repair needs con- 
trasts with the modest increase in need for repairs reported by 
apartment renters over the same period. 

Exhibit 2-21 compares mobile home residents' perceptions of 
the condition of park surroundings between 1977 and 1984. There 


appears to have been a slight deterioration in these circum- 
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EXHIBET (2=1:9 


Comparison of Mobile Home Household Characteristics 
Wns 77 and. L984 


Characterystic Ne re) 1984 
Mean age of household eae © Sala 67.3 
Ce 1a) C70) 

Mean total mumber oF 1 . Exo 1.64 
people in household (.14) (10:53) 

Percent female-headed 38 43 

Percent white Sis 98 
: ii 2 Z 

Mean household income Vel 4 Les 
Cle 6.96) C1, 2t7.0)) 

le & 

Mean length of tenure Signs. ne 

(76) (236) 
ies Standard errors in parentheses. 


22 “incomes grew at. T3t ‘per year from 1977 "to 719645) tne wart. 
ference between years is Statistically -significant, but suen 
a test makes little sense because we do not really hypothe- 
size no change over time. 


. Significantly different between years at the .01 level. 
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EXHIBIT 2-20 


Comparrson, of Housing..cond itions, 
Mobile Homes, 1977 and 1984 


Characteristic See a 1984 
Mean number of rooms nade J 5 
C2023) Phe) 
Percent overcrowded eds G20 
Percent Wirina not concealed oss Ops 
Percent. lack complete plumbing A 86+ (opr) 
Percent deficient heating equipment eG pk Oe 
Percent presence of rats or mice oo" 4.8 
Percent, Gracks or holes inewalls Gos Or 
Percent holes ansifiloors cake O20 
Percent perceived in need of repair on Se rah 
l. Small cell sizes prevent satisfactory Chi-Square tests to 


compare the two years. 


- Statistically significantly difference between years ac 
POIs Level. 
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EXHIB 221 
Frequency of Neighborhood Conditions 


Sufficiently Bad to Cause Mobile Home 
Residents to Move, 1977 and 1984 


Percentages ar Rasidente. 
Condzvtion 1977 1984 


Inadequate police or park 
protection Ares 6.4% 


Presence of boarded-up or 


abandoned buildings Oz0 On) 
Trash sn. Street 0. 9 Axa3 
Inadequate neighborhood shopping SRS) 4.8 
Inadequate recreation facilities G2.0 16 
L.. Smabiveell sizes tor probleme conditions prevent usatrsrac. 


tory Cha-Square tests to compare the tCwo years, 
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stances on four of five counts - the adequacy of police or park 
protection, the presence of abandoned buricd ings. Gras hati ene 
street and the adequacy of recreation facilities. Shopping 
availability is the only condition which appears to have im- 
proved, although none of the changes is large. 


2.3 An Analysis of Monetizable Benefits 


2.3.1 What to Measure Reality Against? 

It was not possible to estimate mobile home park residents' 
monetary benefits from rent stabilization in the same way as was 
done for apartment renters. Two methods were used for the apart- 
ment renter analysis. The first, the concept of “Imputed Rent,| 
compares rent changes between Los Angeles and non-Los Angeles 
residents. This method could not to be used in the mobile home 
analysis because it requires a survey of residents outside Los 
Angeles that was naot commissioned in in the more limited mobile 
home effort. 

The second method uses the concept of "Market Rent" and 
estimates rents in the absence of rent stabilization based on 
what recent movers are paying. The theory is that with vacancy 
decontrols, recent movers are paying market rents. In essence, 
these rents, adjusted for normal discounts accorded to long-term 
tenants, were compared to actual rents paid under stabilization 
to estimate benefits. To analyze Market Rents in the mobile home 
sector required a substantial population of recent movers -- 
people who moved during the last year and had not, therefore, had 
a rent increase since and who, in the case of mobile homes spe- 
cifically, had moved under circumstances of coach ownership so 
that the law allowed unrestricted rent increases at the time of 
vacancy. The sample of 200 mobile home households included not a 
single household in that category. Even adjusting the entire 
analysis backward one year yielded no recent movers appropriate 
to support the analysis.1ll Thus, neither technique for measuring 


money benefits and costs that was used for apartment renters 
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could be employed for residents of mobile home parks. The only 
rough standard that could be applied was the analogy to 


apartment-renter experience described below. 


2.362 “EStimates of the Money Benefits and Costs to Tenants 


While direct and precise estimates of monetary benefits to 
mobile home residents are not obtainable, we can make some rough 
approximations by taking advantage of the analysis done for 
apartment renters. One could anticipate greater benefits from 
rent stabilization among mobile home residents than among apart- 
ment renters. The analysis of tenant benefits in the apartment 
sector shows that long term residents are the major beneficiaries 
of rent stabilization, while recent movers benefit little or are 
paying premiums above unstabilized rents because of the operation 
of the vacancy decontrol provisions of the Ordinance. Since 
mobile home tenants are mostly individuals with very long average 
tenure -- two thirds have not moved since rent stabilization 
began -- and since there are very few recent movers, most should 
fall into the beneficiary group, as against the premium-paying 
group. Further, many mobile home tenants who did move have been 
protected by the 10% cap on rent increases at vacancy for mobile 
homes in place.1l2 Average benefits might therefore be expected to 
exceed the $7 to $18 monthly levels for the average apartment 
renter. An offsetting factor could be that pad rents are only 
part of mobile home tenant housing costs and are generally lower 
than apartment rents. 

An approach to estimating the level of benefits is to sup- 
pose that in the absence of rent stabilization Los Angeles mobile 
home pad rents might have risen at about the same rate as apart- 
ment rents, which increeased at 10.9% per year in Los Angeles and 
11.1% outside Los Angeles per year over the period. This 11% 
annual increase would have raised average rents from $141 to $292 
per month between 1977 and 1984 for coach owners. Actual rents 
rose an average of 8.4% per year, however, producing actual 1984 
rents of $248 per month, or $44 less than the rough market expec- 


tation. Thus, one crude estimates of average monthly mobile home 
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residents benefits is $44, or 18% of average pad ‘tents. levis 
interesting to note that the average benefit to long tenured 
tenants in the apartment sector in 1984 was Similar, Luniane 
between $47 and $55 per household per month.13 

It is also worth noting that 1977 Los Angeles pad rents 
exceeded those outside Los Angeles by about $28 per month and the 
limited data in the following Chapter suggest these rents have 
now about equalized. If Los Angeles rents would have risen, 
absent stabilization, at non-Los Angeles rates, then $28 per 
‘month provides another rough estimate of the average net benefit 
to City residents. 

For information on perceptions of benefits from rent stabi- 
lization residents were asked if they thought rents would rise in 
the absence of stabilization. 79% said that they would.” ‘they 
were also asked to estimate what they thought their own rents 
would be if there were no rent stabilization. Exhibit 2-22 indi- 
cates that they would expect their rents to increase by an aver- 
age: of 69%. If these estimates were correct, average households 
would be benefiting by nearly $160 per month or nearly $1,900 per 
year, from stabilization. Note, however, that tenants of apart- 
ments estimated the dollar savings they were receiving from rent 
stabilization at figures between 7 to 20 times higher than our 
estimates suggest that savings actually were in 1984.14 

Park owners had very different views. When asked what they 
though rent levels would be in the absence of rent stabilization, 
most owners gave either a number or a range (within which we used 
the midpoint). The increases stated ranged as high as 80%, though 
four landlords said that they would leave rents about the same. 
Comparing these estimates to 1983 actual rents produced an aver- 
age estimated 26% expected increase without stabilization. Tak- 
ing into account 1984 adjustments of about 7%, this would produce 
rent levels slightly less than 20% over current levels. Perhaps 
more important than this very rough approximation is a recogni- 


tion of variation. Park owners reported that increases would 


18 


| j Sieswye “12 4B Eph Gee Ob er tigts Earahiaas 
G2 ae Geis Assit Gad anh? G2 Os wel veusesas 
er are pit BNO yep < Oden T0q7 Pe 
Sl Bemay cov i) edeewins Fey SM dnl, TVs odiawres 

> 7iomamatnel USSG. wucicer @gahe Chie 6, th 
WG. daude 4" BOING ° 445 oi. Sauls 480)! eae yee 

mil 

SS epgaie DO yasl? fi \s 0 Miah rg) @ Addr Aoi areé 
a ht i Spek C=loyie aon *t MpLiaups Juvdr wur 
6 BISPAN GY iam al By ed PSD, 1 es" (eo ® 


SoRetaeeRiy Pv aersah> ealty ere : 


mn 8 


» 
. 


_— pad stored a BOSPIGe"21G— O41) mares) @e 
Ce CMG T yes IP ceeyn Giae PMPHlare AlOtE® 
. WEAS TIIG HEX vitet > Le , -twile 
NY Giese esi perky Apiutons OF Sade 0/6 
| fi wo loki) tree Sant, A Gea wis 4 i> a 
ere Sar Biees se sem@ee Clue yar 2647 « 
i 5dr 30 e369 f-ieetlLlsy wea is i. 
Ge) Be oars pen Bele Yihen GA Eri THISiatl @d O16 ow 
eres weeead ae) — ied aril) ony emre- . tery 


Sra yats Swil¥ra 366 VA } icue @dia 
PaeeLT 4S 01 * xmas Seana ha wetee 
Ditton vi Jadiduhr GA) Fee Gate eau " 
ee aPeure SAesstl iv «sw j =Piase nade 
i et i ee : 


— 


eever © 1h FHG014"% € an 4 nay A ihe be 

= a POress, oqnavi dnl: «a? (vere \s i * 
ee. Creed Hbitw ¢= Sefer Blea’ haa “oy sen) 
4 stv {wire EPs f- CSA IVES’ QxHF) | An! Yager 


; 20a sie e208156 / lae.4 Gang oS au¢ Di ne re 5¢% 


ey Aa 


= 
= > 


ae 


meee 


Vina 7 @boeas si lw Lar? rt noe o ei i 
wvys rs sles an @ i Vasu - = Zins w2 ine? 


mer APSSAIUGSY 4677 AULD CgbPtoqy! gyre 
P71? @epiiee Sint ohOdtel ev 49 nois 


a 


4! 


EXHIBIT 2-22 


Mobile Home Resident Estimates of Rents sig! 
Absence of Rent Control 


Mean ealueee 


KRetval®* Rent “estimate wa th— Ratio of no-stabiliza= 
Rent OUt So babichi 7 ateon tion to actual rent2 
Del aee Sorciem ts 246.93 A034 9/4 14 GS) 
CS 25) (7) Geer o)) (0106) 
Goach Suneeee 248.00 409.87 169 
54-4'9)) (16.66) (0:06 
is “Standard errors in parentheses. 
Z. This is the average of increases for individual “households 


and is therefore not precisely egual to the ratio of the 
ELgqunes cun' the 7iyrst two columns: 


3. Only four coach renters answered the question of estimated 
rents without stabilization. 
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vary within parks. Pad rents at the lower end of a given park's 


Current range, protected by longer length of continuing occupan- 
cy, would be raised by substantially more than others. 


2.3.3 Financial Benefits Perceived by Tenants 
Even with rent stabilization in place, mobile home residents 


have mixed feelings about the level of rents they are paying. As 
Exhibit 2-23 shows, one-quarter are very satisfied with current 
rents and a majority are at least somewhat satisfied. But over 
40% are dissatisfied, compared to only 26% of the renters of 
apartments. Dissatisfaction with rents also exceeds the level of 
dissatisfaction with other aspects of park operation. On the 
other hand, coach owners generally do feel protected from major 
losses in coach value given current rent increases -- values 
which are the other primary component of potential monetary ef- 
fects. Exhibit 2-24 indicates that a majority feels that rent 
increases are now having little or no effect on coach value, and 


few feel that the effect is a significant reduction. 
2.4 Non-Monetizable Benefits and Costs 


One of the principal potential non-monetary benefits of rent 
stabilization is protection to residents from the possible need 
to move in response to rentg increases. Mean length of tenure 
among mobile home park residents rose substantially from 1977 to 
1984, from less than 6 to over 9 years, and only one-half of one 
percent of the residents had moved during the year prior to our 
Survey. Residents seem to attribute this stability to rent sta- 
bilization. Exhibit 2-25 indicates that from the view point GE£ 
35% of the mobile home residents, the two effects of rent stabi- 
lization most commonly known to have happened to or been heard 
about by tenants are that residents have been able to stay in 
place when high rents would otherwise have made staying unafford- 
able (#1 in the table) and observed increases in park stability 


ana security (#7). 
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EXHIBIT 2-23 


Residents' Satisfaction with Rent Levels 


bevel of Satistact von Percent of Residents 


Very satisfied 2.Ate Ge 
Somewhat satisfied Siieed 
Somewhat dissatisfied 2D 
Very dissatisfied LG0 


EXHIBIT 2-24 


Coach Owners' Estimates of Rent Increase 
Effects on Coach Values 


EXEent of ELtrect on Value Percent of Residents 
bre elewoweanone 65.42% 
Reduces value somewhat 2324 


Reduces value significantly 11.4 
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EXHIBIT 2-25 


Mobile Home Residents‘ Perceptions of 
Renter stabilization, Impacts 


Happened to Heard No 
BEtect of Rent Stabilization Me or Friend About Knowledge 


i= Tenantseable towstay in 


Darks they could not Pecos 38.6% Ss Pet ek 
Otherwise afford 


2. Parks run down because 
Owners lack incentive 2.4 Clee TD Gis. 
to keep up 


3, Large: families “can rent 
in parks that otherwise Teac 1 Bae 81.0 
would not let them in 


4. Reduced turnover locks 
minorities and others ieee? Lael B4.1 
into ghettoes 


SS: Prevents unfair evictions iS 36.9 6027 


6. Makes enemies of tenants 
anGd a Landlords 45.8 Zeek: ame 


7. Increases park stability 
and security 4.9 45.7 49.4 


8. Keeps new parks from 
being constructed 0.6 7a ea & lS ats 


9. Helps retain a mix of 
higher and lower income 8 She ham) 64.7 
residents 


10. Encourages landlords to 
find ways around the law Sine 2a. Towre 
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There are other indications of the significance of the secu- 
rity-of-tenure benefit from rent stabilization. For 82% of mo- 
bile home residents, their current location is the first mobile 
home residence they have had. Most are elderly people who have 
left other living arrangements for their current homes. When 
asked to consider problems they would face in moving, 38% thought 
they would have trouble finding an affordable place, compared to 
10% who were concerned with finding a vacancy and less than 5% 
who would be concerned with other factors of home size, location, 
moving expenses, and coach buying and selling. 

Another potential benefit of the rent stabilization law 
related to tenure security, is protection from evictions. Nine- 
ty-three percent of mobile home residents who had an opinion said 
that they believe the rent law protects tenants from eviction in 
some way. And, they perceived eviction protection as the third 
most common effect of rent stabilization after the security-of- 
tenure issues already mentioned. Next in order of frequency of 
perceived effects was maintenance of a healthy income mix in 
parks. Overall three-quarters of the mobile home residents sur- 
veyed identified rent stabilization as having no negative ef- 
LOCtS:. 

Residents were also asked to indicate the most important 
benefits and harms generated by rent stabilization, in open-ended 
questioning. Exhibit 2-26 reports their responses. Fifty-five 
percent of residents offered no answer when asked to name the 
most important benefit. Of the remainder, 78.6% said that con- 
trol of rent levels was the primary benefit, and nearly 90% iden- 
tified controlling rent or aid in making housing affordable as 
most important. 

Only 10% of park residents volunteered any effect as the 
most important harm of rent stabilization. Exhibit 2-27 reports 
these results. Of those who responded, the largest share thought 
the most important harm was in having too high a rate of allow- 


able rent increase set by the rent law. 
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EXH UBT e226 


Most Important Benefit of Rent Stabilization: 
Resident Open-ended Perception 


Percent of Those Percent of 
Residents Who All Residents 

Benefit Offered a Response Interviewed 
SCCUrUGy . Se a Va BASS 
Rent level controlled 713-26 EES: 
ALAS in vartordang 
housing LO 4.8 
PrOCects against 
evictions es Oizo 
Provides peace of mind De O=5 
Helps fixed income 
people Deen pas 
No response nwae S15 ce 


EXHIBIT 2-27 


Nost Important Harm of Rent Stabilization: 
Resident Open-ended Perception 


Percent of Those Percent of 
Residents Who All Residents 
Harm Offered a Response Interviewed 
Rent increase every 
year 16.6% 1.68% 
Bad maintenance 16.6 3.6 
7% increase too high 44.4 4.3 
Heightens housing 
shortage Sao O25 
Hurts senior citizens 16.6 beeen 
Makes tenants unhappy 5.6 02'S 


No response Tis ase 90.4 
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It seems clear that in mobile home residents' view, rent 
stabilization is of substantially more benefit than harm. The 
principal perceived effects are in holding down rents, improving 


affordability, and as a result providing added ability to remain 
in their residences. 


2.5 Summary of Benefit/Cost Flows 


Our analyses of the mobile home tenant population indicates 
that mobile home residents are quite different from apartment 
renters. In particular, they are far more often elderly than are 
other renters, with households heads' average age at 67 years. 
They are also significantly less mobile - park resident mobility 
has fallen in recent years and the average length of tenure of 
mobile home renters is 9 years, significantly greater than that 
of other renters, 

In general residents find most aspects of park operation and 
housing conditions quite satisfactory. They report that their 
mobile homes are in good condition, and of sufficient size, with 
fewer problems than apartment rentals. They also are largely 
satisfied with most aspects of park management and surroundings, 
concerned only about the high cost of rents. 

Since in the other renter population most of the benefits of 
rent stabilization were delivered to residents with long tenure, 
it is possible that this is a sector to which substantial bene- 
fits have been delivered by rent stabilization. And, since there 
appears to be only very limited mobility, it could be assumed 
that the incidence of cross subsidization among tenants, which 
occurs in the apartment rental sector because of vacancy decon- 
trol and consequent premium rents paid by some movers, is very 
low. Thus one might guess that there is a reasonably robust net 
subsidy flowing from landlords to tenants. Unfortunately, the 
stability of the mobile home resident population is such that it 
is possible only to create a very gross measure of the size of 
this benefit. We know that on average coach-owning residents 


(who constitute the overwhelming majority of park residents com- 
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pared to those who rent both coach and pad) pay an average of 
$248 per month as pad rent and have total housing costs of 50% 
more than that, or almost $375 per month. We know that this 
means that on average they pay 30% of their income for housing, 
just at the level which has generally been defined as "afford- 
able." And we know that park tenants believe that rent stabili- 
zation has prevented substantial rent increases from occurring -- 
increases of about 69% amounting to $160 per month or $1,900 per 
year, from stabilization. Most park owners also believe that 
rents would have risen without stabilization, but estimate that 
increase at well below the tenant estimated figure at about 20% 
over current levels once utility pass throughs are excluded. If 
it is assumed that mobile home rents would have risen at the same 
rate as apartment rents in areas without rent stabilization, we 
estimate that without stabilization rents would have increased 
11%, from $141 to $292 from 1977-1984 and that compared to actual 
current rents, this implies a savings of $44 per month, quite 
similar to the savings for long tenured tenants in conventional 


apartments under stabilization. 
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lvery low income households are defined as those with an income 
that is less than 50% of the SMSA median for a family of four. 
Similarly a low income household would have an income between 50% 
and 80% of the SMSA median, again for a family of four, while a 
moderate income household had an income between 80% and 120% of 
the median. Somewhat higher or lower standards are applied for 
smaller or larger households. Due to the nature of the tenant 
data, established HUD income cut-offs must be rounded to the 


nearest $5,000. This results in the following set of income cut-— 
offs: 


Hsehld Size Very Low Income Low Income Moderate Income 
1 Person $10,000 $15,000 $20,000 
2 10,000 20,000 25,000 
3 i Cove OL 68] 20,000 30,000 
4 55/000 25,000 357000 
5 15,000 257 O00 35,000 
6 £57000 257.000 40,000 
7 20,000 30,000 40,000 
8+ 20,000 30,000 40,000 


2Park size is implicitly weighted upward when randomly surveying 
residents, rather than parks, precisely because large parks have 
more occupants. The average park size in Los Angeles according 
to City records is 89 units. 


3A straight calculation, including two large fees reported, pro- 
duces an average of $4 per household. However, the overwhelming 
majority of mobile home tenants pay no improvement fees. 


4this difference is statistically significant at the .05 level. 


Ssince different residents responded to different questions and 
left others blank, it is not possible to add or subtract between 
rows of Exhibit 2-13 to obtain other measures. 


6Total cost must be computed for each household individually and, 
therefore, these results are only for the smaller number of 
households who reported every component. The implicit income 
foregone from equity and the benefit of rising coach prices is 
necessarily omitted here. 


7Current Federal housing programs treat “affordable housing" as 
housing that costs no more than 30% of household income. The 
housing amendments contained in the Omnibus Budget Reconciliation 
Act of 1981 (Public Law 97-35) increased maximum tenant contribu- 
tions to rent in Federal Public Housing and Section 8 programs 
from 25% to 30% of tenant income. The 30% standard was made ef- 
fective for new tenants beginning August 1, 1982. 


8The 1977 Annual Housing Survey does not contain data on any coach 
LENTersS . 
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This is different from the results for apartment renters but note 


that here no movers are included who paid unregulated rents to 
occupy vacant units. 


l10fhe associated rent rise in an anomalous finding, given that 
residents elsewhere in the survey stated that in virtually no 


case was there a part of rent identifiable as going for capital 
improvements. 


llfhere were three movers in the previous year, none of whom had 
had their rents changed subject to full vacancy decontrol. 


l2Note that prior to the adoption of the 10% cap the Ordinance 
restricted rent increases to 7%, so longer term tenants in mobile 


home parks received even greater protection than did later 
movers. 


13If rent stabilization did not exist, the average rent paid by 


this group of apartment renters would be 14% - 16% higher than 
the rents they paid in 1984, 


l4this result arose, however, in part from the fact that few ten- 
ants believed that stabilization could actually result in higher 
rent charges than they would experience if there were no such 
program. The analysis of apartment renters indicates, however, 
that a substantial numbers of tenants did in fact pay higher than 
unstabilized rents in that year. 
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CHAPTER 3 | 
THE IMPACT OF RENT STABILIZATION ON LOS ANGELES MOBILE HOME 
PARK OWNERS AND OPERATORS 


This Chapter explores the impacts of rent stabilization on 
the financial characteristics of Los Angeles mobile home park 
Owners and operators, and on the returns realized by the owners 
of these properties. First, we examine the rate of return gener- 
ated by park owners inside the City, at least insofar as the 
very limited data allow.l1 Second, we describe the park landlord 
Survey and the conditions and operations of the parks in the 
sample. Third, we look in detail at the current (1983) financial 
condition of mobile home parks inside the City, including income 
and expenses, property values, equity and mortgage finance ar- 
rangements. The situation of parks inside the City is then com- 
pared to those outside Los Angeles. The Chapter concludes with a 


brief summary of findings. 
3.1 Rates of Return on Mobile Home Parks 


It is not possible to compute rates of return on mobile home 
parks that correspond to those computed for conventional apart- 
ments. In the analysis of apartment properties, information 
about residential property sales was available for each year from 
1970 to 1984 from the Society of Real Estate Appraisers and the 
DAMAR Corporation. No comparable source is available to provide 
information about property appreciation at time of sale in the 
mobile home sector. We therefore can only estimate partial 
returns based on current income flows, neglecting appreciating, 
using data from the park owner survey. 

The pre-tax returns in the table below compare net operating 
income to current value, cash flow to current equity and net 
operating income to original purchase price, respectively. NOI, 
NCF and purchase price are as reported by park owners; current 


value and equity are not from records of actual sales but from 
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Owner estimates of current property values. Without appreciation 
data, these measures represent only a part of the total current 
returns to park owners. In considering only current incomes, 
they also neglect the stream of past incomes since purchase that 
would also enter into an investor's conventional calculation of 


his/her rate of return over time. 


SIMPLE RATES OF RETURN IN LOS ANGELES 
MOBILE HOME PARKS 
(Without Appreciation) 


Type of Before Tax Return Rate of Return 
NOI/current values UR -sS 
NCF/current equity 6.1% 
NOI/purchase price 20.6% 


The ratio of NOI to current value corresponds to a similar 
computation of partial pre-tax returns on apartment properties. 
The 7.2% return for mobile home parks exceeds the 6.0% return for 
apartment buildings. It should be remembered that returns on 
current value do not represent what typical investors realized on 
their equity. That would require a more complex internal rate of 
return computation, based on initial investment. Return on cur- 
rent value better represents the market adjustment of values to 
the stream of expected income. 

We can estimate appreciation of mobile home park values over 
the full length of current owners' holdings to the present, using 
purchase price and estimated current value of the mobile home 
park data from the park owner survey. For the nine parks for 
which both purchase price and estimated current value are avail- 
able, average purchase price per park was $512,688 and current 
value is estimated at $996,445. This is an increase of 94%. The 
average period since purchase is 15.2 years. This appreciation 
record is similar to that reported by apartment landlords for 
conventional apartment buildings, whose appreciation per building 


was 107% during an average holding period of 14.6 years. We know 
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from the DAMAR data for apartments that appreciation of apartment 
buildings, based on sales prices, may be higher than landlord 
esimates from the survey of apartment owners.2 The same may Or 
May not be true of mobile home park owner estimates compared to 
actual sales prices. The 94% appreciation figure does suggest 
that long term mobile home park appreciation may have been simi- 
lar to that of apartment properties. If that were true and re- 
mained true in 1983-84, total before tax return on current value 
for mobile home parks, combining NOI and appreciation, may have 


been similar to Los Angeles apartment return in 1983-84, or about 
16% 


3.2 Current Income and Expense Patterns in Rent-Stabilized 
Mobile Home Parks 


3.2.1 The Survey of Mobile Home Park Owners 
As part of the study a detailed survey of mobile home park 


income and expenses was fielded to the owners of all 68 mobile 
home parks in Los Angeles and to 20 park owners in surrounding 
unstabilized areas. A total of 18 owners responded to the sur- 
vey, 12 owners or managers in the City of Los Angeles and six 
outside. The unstabilized cities surveyed in this sample were 
the same as those used elsewhere in the analysis of the impacts 
of rent stabilization, and included Long Beach, Torrance, 
Glendale, Inglewood and Burbank. (Pasadena has no parks.) Re- 
sponses were received only from park owners in Inglewood and in 
Long Beach. Two of the Los Angeles surveys were subsequently 
dropped from the financial portions of the analysis due to incom- 
plete financial data, but were used for other descriptive pur- 
poses. One of the surveys of parks outside the City was alsoo 
dropped entirely because the park it applied to was primarily 
used as a temporary residence for recreational vehicles. The 
responding Los Angeles parks contained 1,226 pads of which 1,005 
were in the 10 parks providing financial information. The five 
parks outside Los Angeles contained 773 pads. The grand total was 
lL? packs with 2 7999) padse1n tthe “full sample. 


PLA 


loplanags qed> =iteerteal go) FIND. 
vb wes we Tgliy wi — yet ae 


| ME Nd gsave Fd) avacn & | 
tee aie ore oliviur $6. 9077 “¢4 ann yet 
Gee wsi-: ae 9 FO Ppa eee ary #02744 of tee Ji nsec 


a ween: yee Satan) ose cant (ie aitopesayed: baal te 
coe Do Sew et <)1 ro ebermay i TAAMID ee Jets O04 ' Ve-J 
jae Dwyses 7! O260y7 Neate erie se wi eels. Bernie 
Ce ee | niveadcs AEint Gab) ef? vit 
Ae det, Sader Pande On) AS ceid@le noAG 


bat 
WD) Gt2e60nSgi.nerut Ane GHOGAt GhotIiwW 
HAS? Goi ©, ina 
rae ‘oAlgeoen 049 se cess ywerae" par | 
re i ox yoy te Pet iera8 + laren wy Fh 29 
hd Le GREET SI BP EaUiGi® Sar amenwyre Day oe 
; ; wl @powmes PtSQ rr o : : Se) >¢ co C2 ie eee: 
ho Mater on iee -4¢ 7 gub> Caeu (ine 
wee 
‘eo ier SAT) Gs at Pl —S qigd: Bey 1) OAH ( , ees 
re ive Saget 1i« riai ar a ie As ; 
We thiy ia ae Pai; 1G > lm > ; , 3 
ot. Ones4 oney “whi ssy?! ofa oy e tods ‘+ 9 
uieel SAE ahuliien7 | 1PHO,.% Vii Te Owe Gut @ 1g bape (i 
ap nea Oa 8%) SETs PI BEAGIKTS) 6M Hep cee 


Whe “@tae ayers ie wT Us ent wt! By. om need wien 
: ‘ pay dinns Ae Sis 3 (7400 srdoawiiee Wo) Qyet hwynoze 
rs Mt theger tect «00s 3.4 afee. 100 one aie le 
. wT ATY mA img Cb Sara wits ty cM oeiaoe 
. ay at. Gian aa ea 91993408 doce 
Fit Meek a Soba ion eee eet 4 kn Dee 
Tht beni sage ERIAGAA Bit GL tauyers 
res hi at .of eves 
Keel sdlnsve eyyay 
y iw edaag Fy 


The responding Los Angeles park owners manage parks of mod- 
erate size, averaging 102 pads on about 10 acres. This is not 
substantially different from the average size for all 68 Los 
Angeles parks, which have an average of 89 pads each . Thus, in 
terms of the one measure available for both sample parks and the 
full population, the sample parks are quite representative. Park 
scale does range widely in the sample, from a park with fewer 
than 30 pads to one with nearly 200, but this represents a simi- 
larly wide range in size in the population, where parks actually 
range from some with under 10 pads to others with more than 260. 
All of the pads are used for permanent mobile home occupancy 
only (not temporary or recreation vehicles). All but one of the 
parks allocate one or two pads to park employees or to the owner. 
None of these parks in the owner survey owned and rented out 
coaches; with the exception of one employee pad and coach rental, 
park owners in the sample rented out only pads. 

The basic information presented on this sample indicates 
that most parks are filled to capacity. Each pad has a coach on 
it. A total of only two current vacancies were noted out of 
1,226 pads inside the City of Los Angeles. Seven percent of the 
pads had changed occupants during the previous year, a higher 
turnover rate than reported by park residents but still low com- 
pared to apartment turnover. Ninety percent of these changes 
involved new residents purchasing coaches from their previous 
owners. Only 6% of the changes involved coach owners moving in 
coaches from other places, and these few cases were all located 
in two parks. One-third of the parks have waiting lists. Coaches 
up for sale were believed to be sold in about three months (and 
some owners report that this period has been decreasing with 
declining interest rates). Parks outside the City showed simi- 
larly low rates of resident turnover and rapid coach sale rates 
even absent rent stabilization. 

The owners or managers in the parks see their residents as 
predominantly elderly; about three-quarters of the households are 
said to include an elderly person. This is consisent with the 


results of the mobile home resident survey. Park owners' impres- 
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sion of resident income is dispersed among the 46% who see the 
typical resident as in the $11,000 to $20,000, the 36% who cite 
the range at $21,000 to $30,000, and the 18% who believe the 
range is $31,000 to $40,000. The median observation is just 
within the $21,000 to $30,000 category. This is higher than the 
$17,000 median income reported by residents. 

In 10 of the 12 Los Angeles parks on which detailed informa- 
tion is available, the park operator owns the land and improve- 
ments outright. Two hold a leasehold interest only. Two-thirds 
of the owners live in the City of Los Angeles but only one lives 
within his park. Four of the owners own other rental property in 
the City of Los Angeles, three owning other mobile home parks and 
one owning apartments, generating total holdings of 200 to 500 
units each, beyond those reported on here. Three owners are also 
mobile home dealers, and two of those support the notion that 
local mobile home sales are discouraged by a shortage of mobile 
home parks while the other disagrees. Exhibit 3-1 shows that 
management by the owner is most common management form. In four 
of the five cases of owner-management, the owner undertakes rou- 
tine maintenance himself. 

Owners report that the pads they rent virtually all come 
under the Los Angeles rent stabilization ordinance. Four of the 
owners (33%) have applied at some time for a special rent in- 
crease under the City's Capital Improvement, Rehabilitation, or 
Just and Reasonable regulations. All but one of these applica- 
tions was approved in unmodified form. During the full period of 
rent stabilization's operation 15 evictions took place among all 
the parks, requiring a total of five court appearances. 

Exhibit 3-2 shows the dates of park construction. Park ages 
range from about 40 years to less than 10. Almost half were de- 
veloped in the 1960s; none has. been created during the period of 
rent stabilization. Exhibit 3-3 reports owner ratings of park 
conditions. 58% percent of the owners reported that their parks 


are in superior or above average condition, while one-quarter 
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EX LEE St 


Who Manages the Park 


Manager Percent of Parks 


Owner 50% 


Individual), (paid directly by 
owner and living in park : 30% 


individual. paid direce ly iby 
owner but living elsewhere 10% 


Management firm 10% 
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EXHLEBRIN (3=2 


Date of Park Construction 


Period Percentage of Parks 
1940-1949 SS 0g 
1950-1959 jy ee 
1960-1969 41.7 
LIF 0-107 6 TG aa 


EXHIBIT 3-3 


Park Condition (Owner Ratings) 


Condition Rating Percentage of) Parks 
Superior 25.0% 
Above Average 3355 
Average Kon 7 


Needs Improvement 295-0 
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indicated that the parks need improvements. These generally good 
conditions are consistent with residents' previously reported 
satisfaction with park conditions and maintenance. 

Most owners indicate that they are spending more on mainte- 
nance currently than in the previous year: two-thirds say "more," 
one-third say the same. Overall, owners estimate they have made 
Capital improvements expenditures of about $740 per pad since 
1977. These expenditures vary among the reporting parks, from a 
low of about $120 per pad to a high of -over $1,500 per pad but 
most are in the $200 to $500 range, with a single reported expen- 
diture of $1,500 per pad in one park pushing up the average. 
Capital improvements needed currently are estimated to be just 
below $400 per pad. The most frequently cited improvement item 
is a need for repaving. Seventy-three percent of the park owners 
plan to make the improvements they have identified as needed. 

Responses regarding park condition and related expenditures 
were compared for City of Los Angeles parks and non-Los Angeles 
parks not under rent stabilization. Exhibit 3-4 compares parks 
in and outside the City along several dimensions. Park condi- 
tions are more highly rated by their owners in City parks than 
outside, with 58% of the Los Angeles owners, as compared with 40% 
of the owners of parks in other cities, regarding their parks as 
in superior or above average condition. Maintenance expenditures 
are increasing in both locations. Owner estimates of the cost of 
needed capital improvements per pad average $122 lower in the 
City than in parks outside. Park owners express equally positive 
expectations about being able to make such improvements. The 
data cannot be interpreted to mean that Los Angeles parks are in 
better repair than their neighbors, since even the $122 is not 
statistically significant at this very small sample size. How- 
ever, the data do not provide support for the hypothesis that City 
parks are in worse repair or that disinvestment is occurring at a 


rate faster than those in surrounding cities. 
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EXHIBIT 3—4 


Park Upkeep, 


Los Angeles and 


non-Los Angeles Parks 


Condition 


Park condition superior 
or above average 


Maintenance expenditures 
same as or higher than 
previous year 


Capital improvements needed 
(mean amount per pad) 


Plan to make needed capital 
improvements 


LOO 206 


2395 


Pee 


Outside LA. 


40.0% 


EOO.O% 


$517 


15508 
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3.2.2 Mobile Home Park Income and Expenses in 1983 


Ten mobile home park owners provided complete or nearly 
complete information about their parks' financial status. 

Exhibit 3-5 presents some basic information on the average 
income and expenditures of mobile home parks reported in the 
Survey by owners of parks inside Los Angeles during 1983. The 
left-hand column of the table indicates the annual average per 
park for each income component. Because parks of different sizes 
have differering incomes, we provide averages per pad in the 
right-hand column. The per pad averages are computed by dividing 
each park's total by its number of pads and then computing a 
weighted average across parks, weighted by the number of pads. 

The Exhibit shows that total income averages $2,725 per pad 
and $274,000 per park. Eight-seven percent of this income is 
derived from pad rents. The annual pad rent per space comes to 
$196 per month, 21% lower than the $248 per month reported by the 
coach-owner residents surveyed, but far less different from ten- 
ant reports than were the rents and incomes reported by apartment 
renters and apartment owners.3 Reported total incomes for entire 
parks vary from over $60,000 to more than ten times that much. 
Income per pad varies from less than $100 per month in one park 
to nearly four times that in another. 

Most other forms of income are of little relative signifi- 
cance. Pad rent is 86% of total per pad income on the average. 
The other income component of significance is utility income. 
Eight of the 10 reporting owners collect some component of their 
residents’ utility costs from the residents and then pass those 
payments through to utility suppliers. Utility collections 
amount to 10% of total income. Total income net of utility col- 
lections is provided in the last row of Exhibit 3-5. It closely 
matches pad rents at $246,000 per park and $2,450 per pad per 
year. 

Operating expenses are reported in Exhibit 3-6. Total oper- 
ating expenses include salaries and benefits, utility expenses, 
management expenses, parts and supplies, contract maintenance and 


repairs, taxes and fees, and insurance. In computing this total, 
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Mean Tneomes tor Mobile Home Parks 


EXHIBIT 3~5 


Los Angeles, 1983 


Total income 
Pad rents* 
Coach rents 
Commercial income 
Utility income 
Fees for services 


Other property income 


Total income net of 
utility income 


Per Park 


S23 poo 
e790 8) 


230;,L04 
(G97S25) 


0 
(0) 


89 
(89) 


27893 
(14,445) 


Ly 28 
(528) 


540 
(284) 


245,984 
(62,360) 


Per Pad 


S27 22 
(273) 


Peder Bie 
(288) 


0 
(0) 


ig BY 
Cire) 


278 
(85) 


12 
(4) 


1. Numbers in parentheses are standard errors. 


2. Pad rent has one less observation than do other figures 


in this table. 


As a result, 


the sum of pad rents and 


other incomes will not add exactly to total incomes. 
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BAHL BIT 3-6 


Mean Operating Expense for Mobile Home Parks, 
Total and Major Components, Los Angeles, 1983 


Per Park Per Pad 

Total operating expenses, Solj724 2913 
net of utility income (237-0710) CeZ 7) 
Salaries and benefits 24,678 245 
(9,651) (64) 

Utilities, net of utility income 25, 16.0 250 
(6.162) C53) 

Management 12,800 D2 
(3,965) (19) 

Parts and supplies 3,248 32 
Civ7369)) (13) 

Contracted maintenance and repair S695 86 
(37746) (24) 

Taxes and fees 14,258 142 
(2,986) (8) 

Insurance 2,885 29 
(733) (3) 


Note: Standard errors in parentheses 
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utility expenses corresponding to utility income collected by 
Owners from residents to pass through to utilities were deducted. 
The utilities expense component also represents expense with the 
pass-through deducted. Total operating expenses (thus adjusted) 
average $92,000 per park and about $900 per pad annually. Like 
park incomes, operating expenses vary widely. On a per park. 
basis, total operating expenses vary over a ten-fold range; on a 
per pad basis the highest expense total was four times the low- 
est, 

The largest categories of expenses are utilities -- includ- 
ing electric, gas, water and sewer, telephone, and garbage col- 
lection -- and salaries, including those of managerial and other 
personnel, and foregone rent for employee residences. These are 
followed by taxes (predominantly property taxes) and management 
expenses (advertising, legal, accounting, office, etc.). 

Exhibit 3-7 provides subcomponent breakdowns for those non- 
utility operating expenses for which more detailed data were 
obtained. In addition to the operating cost components listed in 
Exhibit 3-6, park owners reported replacement costs for appli- 
ances and similar items of less than $25 per pad. These were 
considered a capital cost in this study. One owner had a further 
non-finance expense in the form of a lease payment. 

Exhibit 3-8a shows the share of total operating expenses 
consumed by each major component. The left-hand column percent- 
ages are the ratio of average expenditures on a component from 
all parks to average total operating expenses for all parks. 

This method of computation reduces the impact of any individual 
park with unusual characteristics on the resulting share. The 
right-hand column results from first computing the share of total 
expense for a component for each park and then averaging over all 
parks. The fact that these two measures differ little is encour- 
aging regarding the stability of cost component share estimates. 
Table 3-8b indicates that total operating expenses are about 40% 
of total income, whether calculated on a per park or per pad 
base, and whether creating a ratio of averages or an average of 


ratios. 
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EXHIBITS =) 


Subcomponents of Operating Expenses for 


Mobile Home Parks, Los Angeles, 


Salaries and benefits 
Management personnel 
Other personnel 
Foregone rents for employee residence 


Taxes and fees 
Property taxes 
Business license tax 
Other 


Loos 


Total 


Total 
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EXHIBIT’ 3-8a 


Shares of Operating Cost Components in 
Total Operating Costs of Los Angeles 
Mobile Home Parks, 1983 


Ratio or Averages Average. of Ratios 
Method Method 

Salaries and benefits el a2 
Vtreres D2 arate) 
Management — .14 w12 
Parts and supplies 04 205 
Contracted maintenance 

and repair -09 OF 
Taxes and fees LG ae ley 
Insurance x03 .04 


EXELD IT 3-6) 


Share of Total Income Going to Operating Costs, 
Los Angeles Mobile Home Parks, 1983 


Per Park Per Pad 
Ratio of averages method ae Wy! S37 


Average of ratios method -40 38 
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Income and expense data were combined to compute net operat- 
ing income and net cash flows for the City's mobile home parks. 
Net operating income (NOI) is defined as total income minus oper- 
ating expenses minus lease payments (for parks that had them) .4 
The funds remaining principally cover debt service and profit. 
Net cash flow (before taxes) is defined as net operating income 
less total finance costs, and measures the volume of funds left 
to owners once all park costs are paid. 

Exhibit 3-9 indicates that net operating income was $148,000 
per park per year, and close to $1,500 per pad. Net operating 
income was positive for every reporting park. NOI amounted to 
60% of total income, adjusted for utility pass-throughs on both 
park and weighted pad bases, and ranged from 39% to 70% of income 
in specific parks. Net cash flow was $92,000 per park and $1,000 
per pad. Cash flow amounted to 40% of total income on average. 
Every park in the sample had a positive net cash flow. But cash 


flow did vary widely as a share of income, from 8% to 65%. 


3.2.3 Property Values and Equity Investments 
Exhibit 3-10 indicates that owners paid about $6,000 per pad 


on average for their mobile home parks. Prices varied from less 
than $350 to over $10,000 per pad, with much lower prices for 
parks purchased in the 1950s. Owners' current estimates of value 
are that the pads in park use are worth $18,000 per pad. For 
those park owners reporting both purchase price and current value 
this is about twice purchase price, or a 94% increase. Owners' 
per pad estimates of the value of their park land if devoted to 
potential alternative land uses average $34,000 per pad, close to 
twice as large as the estimates of use for mobile home parks. 
Current indebtedness is reportedly about $3,600 per pad. Thus, 
current equity in parks, assuming that they continue in mobile 
home park use, is estimated by owners to be is about $14,600 per 


pad, or close to $30,400 per pad in non-mobile home park uses. 
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EXHIBIT. 359 


Mean Net Operating Income and Net Cash Flow, 
Los Angeles Mobile Home Parks, 1983 


Per see Per pad” 
Net operating income” $148,348 $1,476 
(40,003) oe ig) 
Ratio of NOI to 59 . 60 
total income 3 C2703) (.03) 
Share with positive NOI 100% 100% 
Net cash flow? $91,886 Sole Ost 
(237,552) C53) 
Ratio of net cash 3 - 40 -41 
flow to total income (.06) (.05) 
Share with positive cash flow 100% 100% 


1. Numbers in parentheses are standard errors. 


2. NOI uses 10 observations; NCF uses only 9 because 
of missing finance cost data. 


3. Ratios of NOI and cash flow to income are the average 
of ratios for individual parks. Using the ratio of 
averages produces essentially identical results of 
.60 and .41 (per park or pad) respectively. Note that 
the NCF ratio computation again uses only the 9 obser- 
vations for which both NCF and total income are known. 
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EXHIBIT B=10 


Mean Purchase Price, Equity, and Debt, 
Los Angeles Mobile Home Parks 


Per Pale 

eae Shs 51 2,20:58 

P h Y 

urchase price (223.819) 
Current value in 12964445 
mobile home park use C3107 782) 
Current value in 24208956 
other use C795 4:42) 
Current indebtedness 255 9:00 
CLO9 S62) 

Current equity in 1,040,545 
mobile home park use CLO) F306) 
Current equity in 2,164,656 
alternative use (707,136) 


1. Standard errors in parentheses. 


Per Pad’ 
$ 6,076 


Cc 


LSi7202 
G1 Bods) 


334896 
(67105) 


Bh ope): 
(863) 


14,609 
(is OD 


305395 
(5,566) 


2. Purchase price is not strictly comparable to other 
variables in table because it involves one less 


observation. 


3.2.4 Mortgage Financing Arrangements : 

Reported park owner financing costs consist entirely of 
principal and interest on current mortgages. Exhibit 3-11 indi- 
cates that annual debt service for the parks which reported such 
costs is $431 per pad, amounting to 18% of total park income. Fi- 
nancing cost is thus less than half of operating expenses per 
pad. The low mean financing expense reflects the absence of any 
debt service for a third of the sample parks reporting. Of the 
10 responding, three owners paid cash for their parks many years 
ago and have never borrowed. Four have had only a single first 
mortgage used for purchase, only one of which has a balloon pay- 
ment at the end. Two owners used first and second mortgages for 
purchase, with one each having a balloon. One added a second 
mortgage for capital improvements after purchasing with a first. 


Most loans are for 10 to 20 years, at fixed rates differing with 


date of borrowing. 


Si ere Comparison of Los Angeles Mobile Home Park Owner 
Data to Survey Data for Mobile Home Parks Outside 


Los Angeles 
The financial status of Los Angeles mobile home parks can be 


compared with that of parks in non-rent-stabilized locations to 
provide indications of the impact of stabilization. We are, as 
indicated earlier, limited in performing the comparison to use of 
surveys obtained from five mobile home parks outside Los Angeles. 
Exhibit 3-12 summarizes the financial comparison, repeating data 
for key measures of financial condition in Los Angeles parks from 
other exhibits and providing parallel non-Los Angeles figures. 
All the averages are presented on a per pad basis, so that the 
comparisons do not simply reflect differences in park size be- 
tween locations. 

The primary finding is one of substantial similarity between 
average park financial status inside and outside Los Angeles. 
Total incomes differ by less than 5% and pad rents by less than 
3%, with Los Angeles levels higher in each case but not by sta- 


tistically significant margins. Differences in net operating 
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EXHIBIT 3=14 


Mean Financing Costs in 
Los Angeles Mobile Home Parks, 1983 


Total financing costs 


Mortgage principal 


Mortgage interest 


Ratio of financing costs 
to ‘Cotal “income 


Note: 


Standard errors in 


Per Park 


338,907 
(13,164) 


18,048 
(10,096) 


ZO owes 
(6,794) 


Fis 
(0G)) 


parentheses 


Per Pad 


$431 
(91) 
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EXHEBE De 3—12 


Comparison of Key Measures of Financial Status, 
Los Angeles and Non-Los Angeles Mobile Home Parks, 1983 


Mean Value Per Pad 


Los Angeles Outside Los Angeles 


Total Cueonee $2,448 SURPE EE) 
. (266) (237) 
Pads rent 2 HN 2,2947 
(288) (258) 

Total operating expense 913 644 
Oe ari C39)) 

Net operating income4 1,476 1,454 
(171) (T37) 

Net cash flow Ne O La) 1,006 
C153) (129) 

Ratio of operating oS ae) 
expense to total income (.04) (- O5:) 
Ratio of net operating 7 -59 205 
income to total income (2.03) (.06) 
Ratio of net cash 2 ~41 - 43 
flow to total income (.05) (.04) 

1. Standard errors in parentheses. 


2. Net of utility pass-throughs. 


3. After removing rents of the small number of pads 
rented with coaches. 


4. Net operating income equals total income minus total 
operating expense minus payments for leasing for 
parks operated as leaseholds. As a result, total 
income less operating expenses will not equal NOI in 
the table. 
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income and net cash flow between locations are each less than 2%. 
Operating expenses differ more widely, in absolute size and as a 
percentage of total income. Operating expenses are 29% lower in 
parks outside Los Angeles than in parks inside Los Angeles. But 
none of those differences, including those in operating expenses, 
is statistically significant. The closer match of net operating 
income and net cash flow than of operating expenses reflects the 
fact that owners outside Los Angeles pay higher average expenses 
for park leasing, and these expenses partly offset the lower op- 
erating costs, bringing net operating income into in parks in- 
side and outside the City into a close match. 

The last two rows of Exhibit 3-12 show further that the 
relationships of costs to incomes are quite similar inside and 
outside the City. Net operating income as a share of total in- 
come is only very modestly higher outside Los Angeles than in- 
side, and cash flow as a share of income inside and outside the 
City are close to identical. Neither of these ratios differs in 
a statistically significant way when parks inside and outside of 
the City are compared. 

In sum, Los Angeles parks under stabilization are generating 
total incomes, incomes after operating and lease expenses, and 
incomes after both of those plus financing expenses that are 
comparable to the corresponding figures reported by their un- 
stabilized neighbors. It is possible that this represents a 
change of condition from previous periods, from owner expecta- 
tions in relation to some other measure of investment, or in some 
other respect that might show up in time series data. But the 
available figures for the year 1983, with the limitations noted, 


do not show any systematic difference. 
3.3 Summary of Probable Impact 

Despite the fragmentary nature of the data collected from 
mobile home park owners, some broad conclusions are suggested. 


First, park owners, like park residents, rate their parks as in 


generally good condition and, by various measures, their condi- 
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tion rates compared favorably to non-Los Angeles mobile home 
parks not subject to rent regulation. There is little sign, ei- 
ther from tenants or owners, of disinvestment and deterioration. 
Given the absence of sufficient historical data, it is not 
possible to determine whether the mobile park owner has experi- 
enced a notch effect similar to that experienced by apartment 
Owners, in which returns decreased after the passage of rent 
Stabilization but have increased since then, nor is it possible 
to determine the impact of Proposition 13 on the degree of health 
of mobile home park properties. But, the analysis indicates 
that, whatever happened in the period from 1977 to 1983, the 
Current financial situation of park owners, at least in terms of 
net cash flow, is not very different from the situation of park 
Owners Outside Los Angeles. The great bulk of park incomes comes 
from pad rents. Operating expenses use about two fifths of this 
income. After paying for financing and leasing costs, as well 
as for operating costs, all park owners have positive cash flow 
that averages about $1000 per pad in the City. These are quite 
similar to the returns in surrounding unregulated cities.In addi- 
tion, mobile home park values have risen substantially since 
their purchase. Owners believe they have about $14,600 per pad 
in equity in their parks assuming the land is kept in mobile home 


park use, and $30,400 per pad assuming conversion to other uses. 
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ltn contrast to the study of the impact of rent stabilization on 
Los Angeles apartment owners, it was not possible to take a his- 
torical perspective and examine rates of return generated by 
parks inside the City over the period 1977 - 1984 because only 


we park owners included substantial data for both 1977 and 
983. 


2The interested reader should refer to The Rent Stabilization 
pystem;, impacts and Altermatives, one of the -compan lousy oe Bimee 

of the Los Angeles Rental Housing Study, and compare Exhibit 
3-14, which shows landlord reported property values compared to 
reported purchase prices, with Exhibit 3-2, which relies on DAMAR 
data to measure property appreciation. 


3Neither of these figures includes utility payments. EAch is for 
pad rent only. 


clobohiglhg hens pass throughs were eliminated from income and operating 
expense once again. 


"The reader will note that purchase price is cited as $6,000 and 
current values are reported at $18,000 which would suggest that 
current values are three rather than two times purchase price. 
However, Strictly correct comparisons must be based only on those 
properties for which both pieces of data are reported, and thus 
when only those parks that provided both purchase price and 
current value data are included, current values are twice 
purchase price. 
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CHAPTER 4 
ALTERNATIVE RENT ADJUSTMENT FORMULAS 


4.1 Constructing an Index of Mobile Home Park Operating Costs 


One of the principal objectives of this study is to develop 
an index of operating costs that could be used to establish rent 
adjustment guidelines that compensate Los Angeles landlords for 
annual increases in Operating and maintenance expenditures. This 
section summarizes how data obtained from the survey of mobile 
home park owners and operators was used to develop such an index 
for the mobile home sector. The reader interested in the deri- 
vation of the cost based formula for apartment owners should 
consult the parallel section of the Report on that sector, and 
Appendix H in the Technical Appendices for further details on 
the methodology. 

Three types of data are required for the development of the 
cost based index for mobile home parks. First, one must have in- 
formation on the annual changes that occur in the prices of a 
number of building operating inputs (e.g., taxes, wages, etc.); 
second, one must develop a series of weights that can be used to 
combine these various price changes into an overall index of 
operating costs. And third, one must estimate an appropriate 
ratio that can be used to translate changesin operating costs 
into allowable rent increases. Such a ratio should reflect the 
share of operating costs and net cash flow in total mobile home 


park income. 


4.1.1 The Expenditure Weights 
Weights for the operating cost components were separately 


computed for mobile home parks based on the park owner survey 
data. Exhibit 4-l reports these data and compares them to the 
weights for Los Angeles apartment rentals. Mobile home park 
operating costs are significantly more concentrated in employee 


salaries and management and administrative expenses than are 
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EXHIBIT 4-1 


Expenditure Weights, 


Mobile Home Parks and Conventional Rentals- 


Conventional Rentals 


Mobile Home Parks (Tenants Pay Utilities 
Salaries SP ae fs" wlsZ 
(.03) (020) 
Utilities Per ae | . 209 
(.06) (.010) 
Management Lanne .079 
(.02) C20 LD) 
Parts and Supplies .04 OO 7al) 
C202) (.007) 
Contract Maintenance 209% e248 
(.02) (.014) 
Taxes and fees -16 -174 
(.03) (.009) 
Peeicances a03s SRS il 
(.01) (.004) 
i Standard errors in parentheses 


* Mobile home park weight is significantly different from 
conventional renters at .01 significance level. 


*** Significantly different from conventional renters at 
the 510 significance level. 
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apartment expenses, and contract maintenance takes a much smaller 
Share, along with a more modest difference in insurance. The 
larger average size of mobile home parks likely encourages more 
staff employment relative to contract maintenance, and the fact 
that the housing units (coaches) themselves are mostly not main- 
tained by park owners may play a role in these weights as well. 
AS was done for apartment rentals, we compute friereases in 
overall operating costs by multiplying the weight of each cost 
component times its percentage price change and adding the prod- 
ucts together. One complication arises in the mobile home case. 
As indicated earlier, the reporting of utility cost pass throughs 
as income and of utility costs themselves made it unfeasible to 
calculate precise weights for the gas, electric, and sewer and 
water subcomponents for which we have prices. We were able to 
estimate sewer and water costs, which are not passed through, at 
about 40% of total utilities (net of pass throughs). We treated 
the electric and gas costs as each equal to 30% of the utility 
total, but these shares are not based on actual estimates from 
the survey data. We then computed two weighted cost increases: 
one based on the observed price change from 1983 to 1984 and a 
second based on the average change for 1977 to 1984. The results 
of these computations are contained in Exhibit 4-2. The 1983-1984 
weighted increase totals 4.37% and the seven year average is 


nearly twice as large, at 8.56%. 


4.1.2 The Price Data 

The annual changes in operating input prices used here are 
identical to those used for conventional apartment rental 
prices.l Exhibit 4-3 identifies the types and sources of data 
that can be used to track price changes for each of the major 
components of building expenses. Whenever possible, prices are 
measured on an October to September basis. However, in some 
instances, an alternative reporting period must be employed. A 
more detailed description of the data sources is prsented in the 


Technical Appendix volume, in Appendix H. 
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BXHIBLY 4-2 


Contributions to Increases in Operating Costs 


Salaries 
Utilities 

Electricity 

Gas 

Water and sewer 
Management 
Parts and Supplies 
Contracted Maintenance 
Takes 
Insurance 


Overall Price Increase 


Product of Expenditure 
Weights and 1983-1984 


Pouce Change 


—aiNig Bi 


Product of Expenditure 
Weights and 1977-1984 


Price Change 
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EXHIBIT 4-3 


EXPENDITURE CATEGORIES AND SOUKCES OF PRICE pata! 


Expenditure Category 


Salaries 

Utilities - Electric 
Gas 
Water 
Sewer 


Management and Admin. 


Parts and Supplies 


Maintenance and 
Repair Services 


Taxes and Fees 


Insurance 


Source of Price Data 


M&M Community Wage Rate 
Survey: 


cents per unit from DPW 


cents per unit from Pacific 
Lighting 


cents per unit from DPW 
Cents per Unde “from City 


All-Item CPL for 
Los Angeles 


CPI (West) maintenance and 
repair commodities 


CPL (West) maintenance and 
repair services 


Jmpercen thper year 


Dodge Building Cost Index 


Period Covered 


July - July 


JUIRe = Weyy 


January - 


June - May 


October - 


October - 
(L2-month 


October - 
(12-month 


October - 
(12-month 


September 


December 


September 


September 
average) 


September 
average) 


September 
average) 


- September 


(point estimates) 


lL. See Appendix H for a detailed discussion of these sources. 
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One major area of concern is the treatment of property 
taxes. As part of this analysis we examined the information on 
the aggregate assessed values of multifamily residential proper- 
ties in 1982, 1983 and 1984. Analyses of these data revealed an 
average annual tax increase of about 8%. This is also discussed 
in Appendix H. However, Proposition 13 limits tax increases in 
buildings that do not turn over-to 2% per year. As a result, 
using the 8% average to construct the cost-based Index would 
overcompensate the vast majority of City park owners who have not 
acquired their properties during the current period. Thus the 2% 
maximum has been employed for purposes of this analysis. 

Exhibit 4-4 presents information on price changes that have 
occurred since the enactment of rent stabilzation. It shows that 
the prices of natural gas and water and sewer have increased most 
rapidly over the period, although the rate of inflation in the 
price of gas has dropped significantly in the last 12 months. 
Prices rose least rapidly for parts and supplies and insurance. 
Electricity costs experienced a price decline in the most recent 
year, although the long term rate of increase for electricity was 
relatively high. The Exhibit does not include price data for 
property taxes, which are assumed to increase by 2% per year in 


future years. 


4.1.3 Constructing the Index 
The final step in obtaining a cost-based rent adjustment 


formula is to define a ratio to relate changes in operating costs 
to changes in rent. We use an approach that maintains the "real" 
value of a park's cash flow, defined as net operating income 

minus mortgage payments (principal and interest). This is accom- 


plished with the following formula: 


Allowable Rent Increase = a * I+ b* C 
where a is the ratio of pre-tax cash flow to rents, 
b is the ratio of operating costs to rents, 
C is the estimated percentage change in operating costs, 


and I is the all-item CPI for the Los Angeles area. 
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EXHIBIT 4-4 


TRENDS IN THE PRICE OF BUILDING INPUTS: 1977-1984 


Annual Price Changes Compounded 
% Change Annual Rate 

Expenditure Category 1977 1978 1979 1980 1981 1982 1983 1984 1983-1984 OTTO 
Salaries and Wages! 5.90 Gael! 6.63 Vez 8.36 9.09 9.89 10.29 4.04 8.27 
Utilities 

Electric? Bh a 37) 4.01 4.24 5.08 6.15 6.43 6.06 SycweS) -3.80 8.15 

Gas? 187.48 195. 35 257.06 340.51 357.16 451.93 580.16 606.61 4.56 18.26 

Water and Sewer? ~4159 -5074 -5063 ©5349 - 7894 8806 9851 1.1363 MEG SI) 15.44 
Management and 

Administration’ 100.00 106.90 116.96 135.44 149.69 161.73 164.10 171.00 4.20 Yan 
Parts and Supplies? 100.00 102.06 109.02 120.63 P3210 136.37 138.40 SW) atshe) -0.38 4.70 
Maintenance and 

Repair Services” 100.00 103.28 aati 25707) 138.67 151.60 1551.87, 166.12 Gis xe! 7ao2 
Insurance® 1045.5 1123.8 1170.9 1312.4 1457.2 £50775 0 1506.1 1529.8 ka Sy ook) 


M&M Community Wage Rate Survey for Los Angeles County. Figures for 1977 to 1983 are weighted average rates reported for general maintenance 
workers, which do mot account for changes in the group of firms reporting. 


The 1984 figure is calculated based on a 4.0% increase for this category of worker taken from the two-year constant participants information 
provided in the 1984 edition of the survey. 


City of Los Angeles, Department of Water and Power. Average rates: cents per KWH for electric and dollars per 100 cu. ft. for water. 
Sewer charges are based on water usage and reflect a weighted average of residential and commercial rates. 


Pacific Lighting Corporation, 1983 Annual Report. Average rate, cents per 1,000 cu. ft.; 1984 figure is preliminary. 


All-{Ltem CPI for Los Angeles. 


CPL for all urban consumers. Annual averages (Oct. - Sept.) for Maintenance and Repair Commodities and Maintenance and Repair Services, 
western region. 


Dodge Building Cost Index for U.S. and Canadian cities, 
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Constructing this formula with values derived from the mobile 
home survey produces an adjustment that compensates owners for 
changes in operating costs and keeps their profits rising with 
inflation (assuming no refinancing). Exhibit 4-5 shows how the 
mobile home values for the two ratios in the formula compare with 
those of apartment rentals. The ratio of operating costs to 
rents is very similar. The ratio of cash flow to rents is much 
higher for the sampled mobile home parks. (Note that these ra- 
tios have residential rental rather than total income as the 
denominator in the mobile home park case, and thus differ slight- 
ly from the ratio used in earlier Exhibits relating costs to 
total income in Chapter 3.) The higher cash flow percentage for 
the mobile home cost-based formula will produce a larger rent ad- 
justment, in order to keep profits moving upward with overall 
prices. It is, of course, a value judgment whether the larger 
adjustment is appropriate as a response to proportionately higher 
current cash flows associated with less debt and greater equity 


in the parks,as compared to other types of residential rental 
properties. 


4.2 Comparing the Impacts of Alternative Rent Adjustment 
Formulas 


This section compares several options to the current rent 
adjustment ceiling, and estimates the relative impacts of the 
different formulas on tenants and landlords. We begin by defin- 
ing the optional formulas and examining the annual percentage 
rent increases each would allow. Next we estimate the impact of 
alternative formulas on Los Angeles tenants, focusing on changes 
in rents and rent to income ratios. The analysis then turns to 
the impacts of alternative formulas on landlords, estimating 


changes in net operating incomes, 
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EXHIBIT 4-5 


Ratios of Cash Flows and Operating 
Costs to Rental Incomes, Mobile 


Home Parks and Conventional Reneate- 


Mobile Home Parks Conventional Rentals 


Ratio of cash-flow to e4i* maby 
rental income 06) (.02) 
Ratio of operating costs od 41 
to rental income (.05) (.04) 


1. Standard errors in parentheses. 


3 Mobile home park value is different from the conventional 
rental value at the .01 significance level. 
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Throughout this section the analysis deals with the relative 
impacts of different formulas. We have not been requested to 
simulate comparable outcomes in an unregulated housing market. 

In addition, our estimates of rents, incomes and operating costs 
all represent projections only one year into the future. While 
we employ both current and historical price trends in making 
these projections, we are not forecasting the long-term, cumula- 
tive effects of alternative rent stabilization formulas. 
Finally, all the rent adjustment formulas considered in this 
section retain the existing specialized system of vacancy de- 


control for mobile homes, 


4.2.1 Alternative Rent Adjustment Formulas 


For the mobile home park housing universe, seven formulas, 
rather than six formulas as in the analysis of conventional rent- 


als, have been analyzed. The index formulas analyzed are: 


(1) The current flat 7tecei1ling’ =" This would: contrmuertie 


current system and allow rents in parks where tenants pay 
their own utilities to increase by 7% a year. 


(2) CPI - The second formula would allow rents to increase 
annually by the percentage change in the All-Item Consumer 
Price Index for the Los Angeles Standard Metropolitan Sta- 
tistical Area (SMSA), averaged over the October to September 
period. 


(3) Non-shelter CPI - The third formula would allow rents 
to increase by the percentage change in the non-shelter 
component of the Los Angeles CPI. This formula attempts to 
avoid any feedback from one year's rent adjustment allowance 
to the subsequent year's CPI. 


(4) Percent of CPI (based on conventional rental building 
data) - The fourth formula would allow rents to increase by 
a fixed fraction of the change in the All-Item CPI, where 
the fraction represents the average ratio of operating costs 
and cash-flow to building income in the conventional apart- 
ment stock. (This formula attempts to compensate owners for 
changes in operating costs and for the effects of inflation 
on the real value of cash-flow, while recognizing that fi- 
nancing costs typically do not change. The landlord survey 
of conventional apartment buildings yields an operating 
cost-to-income ratio of 41% and a cash flow-to-income ratio 
of 17%. Therefore, this formula would allow rents to rise by 
58%, Of the CPi.) 
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(5) Cost-based index (based on conventional rental building 
data) - The fifth formula would relate rent increases to 
actual changes in operating costs and protect landlords' 
cash-flow from inflation. However, it would not compensate 
landlords for fixed financing expenses. This formula repre- 
sents a weighted average of the CPI and an estimated Price 


Index of Operating Costs (PIOC) estimated for conventional 
rental buildings. | 


(6) Cost-based index, based on mobile home park data - The 
sixth formula would relate rent increases to actual changes 


in operating costs for mobile home parks and protect mobile 
home park owners' cash flow from inflation. However, it 
would not compensate park owners for fixed financing ex- 
penses. This formula represents a weighted average of the 
CPI and an estimated Mobile Home Park Price Index of Operat- 


ing Costs (MPIOC) estimated specifically for mobile home 
parks. 


(7). Percent of CPI, based on mobile home park data — The 
seventh formula would allow rents to increased by a fixed 


fraction of the change in the All Item CPI where the frac- 

tion represents the average ratio of operating costs and 

cash flow to mobile home park rental income. This formula 
attempts to compensate landlords for changes in operating 
costs and for the effect of inflation on the real value of 
cash flow, while recognizing that financing costs typically 
do not change. The mobile home park owner survey yields an 
operating cost to income ratio of 39% and a cash flow to 
income ratio of 41%. Therefore this formula would allow 
rents to rise by 79% of the CPI. 

The first five of these formulas are identical to those used 
in the analysis of apartment rent stabilization. The rate of re- 
turn formula, which is considered in that Report but not applied 
to the analysis of alternative impacts, is not considered here.2 
The last two formulas considered here are constructed specific-— 
ally from the mobile home park survey data, but otherwise follow 
the construction of comparable formulas for apartment rentals. 
The mobile home park cost-based formula first computes a weighted 
average of park owner operating cost component increases. Le 
then indexes rents by an amount based on offsetting that cost 
increase and in addition increasing net cash flow to park owners 
to keep pace with inflation. The percent-of-CPI formula roughly 
imitates the cost-based formula, without using detailed cost and 
price increase data. Using the values of the ratios presented in 


Exhibit 4-5, the weighted cost increases in Exhibit 4-4, and 
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alternative sets of inflation rates, we obtain mobile home cost- 
based formula increases of 3.44%, based on 1983-84 price data and 
6.58% based on 1977-84 price data. These compare to 2.27% and 
4.56% for a cost-based formula based on conventional unit rent- 
als, The percent of CPI rent adjustment formula for mobile 
homes,.79 times the inflation rate, yields 3.37% and 6.36% for 
the price changes in the same respective time periods. Clearly 
this result is similar to the cost-based formula, by design. The 
corresponding numbers for a comparable percent-of-CPI formula 
using data from conventional rental units are 2.48% and 4.67%. 

Each of the formulas listed generates a maximum allowable 
rent increase for mobile home park residents. To estimate the 
typical rent increase facing mobile home park residents under 
each formula, we must deal with three further matters. | First, we 
assume that park owners increase rents by the allowable maximum. 
This is a reasonable approximation based on observed increases 
under the current formula. Second, we neglect any additional 
increases allowed based on utilities that are paid for by park 
owners. If utility adjustments continue to be allowed where park 
owners pay utilites, some residents will face larger rent adjust- 
ments under each formula; but relative increases across formulas 
would be unchanged from what is shown below. 

Third, we must take into account rent changes occurring when 
mobile home pads or pads and coaches become vacant. According to 
the survey of mobile home tenants, the turnover rate was only 
0.5% in 1984. This was lower than historically observed but not 
sharply different, since the reported turnover rate was only 1.6% 
in 1983. We have therefore applied the 0.5% level.3 As previ- 
ously discussed, the large majority of mobile homes are owned by 
their residents, and occupancy changes generally involve the sale 
of a mobile home in place to a new resident. Under current law, 
rents are allowed to rise by 10% in such cases (or to the highest 
comparable rent in a park). We assume that whatever turnover 
there is always occurs in this way and therefore that 10% rent 


increases then occur. Besides the fact that this is the predomi- 
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nant case, we have no estimate of rent increases in the cases of 
full decontrol and therefore could not treat them in the analysis 
even if we anticipated some such decontrol vacancies to occur. 

Note also that the resident survey data do not yield a suf- 
ficient number of movers to estimate different mobility rates for 
different household types, as was done for renters of conven- 
tional apartments. We simply have 0.5% of all households moving 
each year and being charged 10% increases in rent. 

Given these assumptions, we compute average rent increases 
under any given formula as follow: 

Rent increase = (.995) (K)(R) + (.005)(.10)R 
where the .995 and .005 represent the proportion of movers and 
non-movers within the past year, K is the rent adjustment allowed 
for non-movers by a given formula, .10 is the adjustment for 
movers and R is the average initial rent ($248.00/pad). 

The rent increases that result from each formula are pre- 
sented in the first two columns of Exhibit 4-6. Note that for 
each formula, two rent changes are generated: one based on 
changes in prices occurring between 1983 and 1984 and the other 
based on average annual increases from 1977 to 1984. We do not 
know, of course, which of these more accurately reflects the 
likely future. Note also that we again focus on the predominant 
group of park residents: coach owners. The numbers do not neces- 
sarily apply to coach renters, who would face full decontrol when 
moving. However, if the analysis did apply, the percentage 
changes in rents charged to coach renters would be identical to 
that for coach owners, but the absolute rent increases would be 
smaller by 6%. 

Looking at the expected increases in rents, we observe first 
the critical importance of future general price inflation. Except 
for the 7% standard, each formula generates about twice as large 
an increase if price conditions like the 1977-1984 average pre- 
vail then if future inflation is similar to 1983-1984. 

Comparing formulas, we see that rent increases using the 
1983-1984 period range from 2.27%, for the cost-based formula 


based on conventional apartment rental costs, to just over 7% 
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EXHIBIT 4-6 


Impact of Alternative Rent Adjustment 
Formulas on Mobile Home Coach Owners 


% Change in 
Monthly Housing 
Cost “or Owners 
Without Mortqages 


% Change in 
Monthly Housing 
Cost for Owners 


With Mortgages 


% Change In 
Monthly Rent 


Change in 


Adjustment Formula Monthly Rent 


7% 

83-84 base Savas 7.01% 3.083% 547% 

77-84 base Sil 38 7 OLS 3.083% 5 cao 7e 
CPI 

83-84 base $10.49 4.23% 1.86% 3.30 

77-84 base $19.79 7.98% 3.51% 6.22% 
Non-Shelter CPI 

83-84 base Seon 3.64% 1.60% 2.84% 

77-84 base $184,278 Vesa s a, 238% 527-25 
% of CPI, Conventional 

83-84 base Sr Omit > 2.483 1.09% 193% 

77-84 base SS 4267 = 20.5% 3.64% 
Cost-based, Conventional 

83-84 base Ss) -57 63 2 Ze 1.00% La 78 

77-84 base Sa lesa 4.56% ZA OALS S568 
Cost-based, Mobile Homes 

83-84 base SOS od as i Ceci eS 2.68% 

77-84 base SiGe se 6.58% 2.90% See. 
% of CPI, Mobile Homes 

83-84 base Sy alg SHS) ches gS 148% 2st 

77-84 base Soe 6 OS 2.80% 4.96% 
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(due to the few movers) that would be permitted by the current 
flat ceiling. With $248 as present average monthly rent, the 
absolute monthly increases vary from $5.63 to $17.38. Using 
price data from the 1977-1984 period, annual increases range from 
a low of 4.56%, for the conventional apartment rental cost-based 
formula, to nearly 8% for the CPI index ($10.49 to $19.79). The 
mobile-home-park specific formulas fall in the middle of the 
range of results in each case. 

It is worth noting that all the formulas generate rent in- 
creases of well below 10% per year. This means that if mobility 
rates climb from the very low levels observed currently in the 
mobile home survey, so that more mobile home residents are sub- 
ject to the 10% increases at change of occupancy (or to poten- 
tially larger decontrolled changes), then average annual rent 
increases would be higher than those shown in the table. The 
same would be true if it developed that the much higher turnover 
rate suggested by the survey of park owners was the better pre- 


dictor of unit turnover. 


4.2.2 Impacts on Tenants 


The implications of given rent increases are different among 
mobile home residents according to the role that rent plays in 
their overall housing costs. A notable difference is between 
coach owners with mortgages and those without, as illustrated in 
the third and fourth columns of Exhibit 4-6. For coach owners 
with mortgages, average pad rent constitutes only 44% of average 
total housing costs. For coach owners without mortgages, the 
comparable figure is 78%. As a result, each rent formula pro- 
duces a substantially lower percentage increase in average total 
housing costs for mobile home residents with mortgages4, Other 
housing costs to coach owners besides pad rents would also rise 
over time, especially for the majority who do not have mortgages 
but face maintenance, utility, and other “operating expenses." 
Therefore, the figures in the last two columns do not represent 


total housing cost increases resulting from the formulas for pad 
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rent adjustment. Those figures do illustrate the existence of 
substantial non-rent costs which moderate the difference between 
formulas in how they affect housing costs. 

A further intended analysis had been to assess alternative 
formulas’ impact on rent-to-income ratios for park residents of 
various types. This however requires estimates of changes in 
income levels. The small number of observations for mobile homes 
in the 1977 Annual Housing Survey limits us to a single overall 
coach-owner estimate for income growth, which comes to 7.3% annu- 
ally, based on 1977-1984 data. Applying this to all coach own- 
ers, there is little differential effect by formula for that 
period. The current rent-to-income average of .230 would fall 
only as low as .224 for the cost-based formula which relies on 
apartment costs, or rise as high as .231 for the CPI-based for- 
mula. The variation in terms of ratios of total housing cost to 
income would be still less. The impacts would, however, grow 


over larger numbers of years. 


pe PAR Impacts on Park Owners 


This section examines the way owners of Los Angeles mobile 
home parks would be affected by alternative rent adjustment for- 
mulas in terms of measures of their financial position. The 
analysis parallels that for owners of conventional apartment 
properties, using the set of formulas employed above and applying 
them to mobile home park data. As before, the analysis does not 
attempt to model the long-term impact of such formulas. Rather 
it predicts short term changes in building revenues under two 
sets of price assumptions. The first uses price changes between 
1983 and 1984 to predict trends in the upcoming year; the second 
bases these predictions on the average annual price increase 
observed over the period 1977 - 1984. Two changes from the 
apartment landlord analysis are made, however. The first is the 
addition of two further formulas: (6) a cost-based index based on 
operating costs specific mobile home parks, and (7) a proportion- 
of-CPI formula also based on park costs’ rather than those of 


conventional rental properties. The second difference is in the 
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applicable vacancy decontrol provisions. The current vacancy 
decontrol provisions for mobile home parks are assumed to hold 
for all adjustment formulas, rather than the provisions applica- 
ble to apartments. 

We can now use the adjustment formulas just defined for 
mobile home owners and those developed for apartment rentals to 
assess impacts on park owner financial conditions. As discussed 
in Section 4.2.1, we must first convert the allowed rent adjust- 
ments under the formulas to anticipated rent increases given 
likely resident mobility and treatment of rents at the time of 
vacancy. We conduct this analysis based on assumption of the 
0.5% mobility rates observed in the resident survey. Rents are 
assumed to be adjusted by 10% at vacancy, the maximum allowed 
when a coach is sold but not moved from its site -- the predomi- 
nant turnover case.6 For each formula, park owners are antici- 
pated to raise rents by the allowed maximum. The increase in 
rental income is then a weighted average of the allowable maximum 
from the formula and 10%, with resulting weights of .995 and 
-005, respectively. Again, it should be noted that higher mobil- 
ity rates would produce larger numbers than those computed be- 
cause the formula rates are all less than 10%. 

The first two columns of Exhibit 4-7 show the results of 
applying the alternative formulas and vacancy assumptions to 
mobile home park rental incomes to property owners. Each formula 
is viewed based on both 1983-1984 and 1977-1984 price data. Obvi- 
ously, the higher annual inflation rates during the longer period 
produce larger rental income increases under the latter price 
assumption for any given formula, except the fixed 7% ceiling. 
Increases would be roughly twice as large under all other formu- 
las if the future inflation matched the 1977-1984 average rather 
than 1983-1984 levels. 

Rental income increases also vary sharply by formula, as 
discussed above for residents. The most advantageous to park 
owners would be the 7% formula using the less inflationary base 
period, and the CPI-based adjustments, using the more infla- 


tionary base. The least advantageous are the cost-based and 
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EXHALE LT 47 


Impacts of Alternative Rent 
Adjustment Formulas on Park Owners' 
Financial Situation 


Change in % Change Change in Change in Ratio of 

Adjustment Average L in Pad Rent Average % Change Operating Expense to 
Formula pad rent/yr_ Income NOT /yos Gin Nol Rent Income 
7% 

83-84 base $164.89 7.01% SrlZeete 8.85% -.009 

77-84 base $164.89 TO Le ~ 6.00 7 L 6.25% .006 
GPL 

83-84 base $ 99.41 4.23% SeiS77 93k 4.13% 002 

77-84 base $187.58 7.98% $109.40 7.88% .002 
Non-shelter CPI 

83-84 base S$ 85.61 3.64% Sa Ao. fou 3 ebay .004 

77-84 base $172.38 Taso $ 94.20 6.79% 7005 
% of CPI, Conventional 

83-84 base $ 58.25 2.48% SOs lo Lalios .008 

77-84 base $109.70 4.67% S 3.0), 8:2 2.22% 20155 
Cost-based, Conventional 

83-84 base $ 53.33 Pa iaa les Seulelare 3 0.81% 2009 

77-84 base $107.11 4.56% S20. 93 2.08% 2015 
Cost-based, Mobile Homes 

83-84 base $ 80.93 3.44% Sr 38.00 2.803% .004 

77-84 base $154.60 6.583% Sr sO scare SVS sss 007 
% of CPI, Mobile Homes 

83-84 base §$ 79.29 3 os SRS ARS) 2.68% w005 

77-84 base $149.46 6.36% Se 728 Ss .008 


1. These rent changes differ from the annual equivalent of rent changes computed for resident 
in table 2-32, because average pad rents here are 1983 data from the landlord survey and 
in table 2-32 are 1984 data from the resident survev. 
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percent-of-CPI formulas based on cost data for conventional rent- 
als property. Cost-based and percent-of-CPI formulas produce 
notably larger income increases to park owners if they are based 
on mobile-home-park data rather than on apartment cost data, at 
least for our limited sample. The larger adjustment the results 
from larger proportions of net cash flow in the mobile home case 
produces that effect, 

The third and fourth columns in Exhibit 4-7 summarize 
changes in net operating income (NOI) under the alternative for- 
mulas. Each net operating income change involves the subtraction 
of increased average operating costs from the increased average 
rents. Given 1983 operating costs observed in the park owner 
Survey and the price changes obtained for each cost component, 
average operating expenses per pad would rise $42.10 based on 
1983-1984 prices and $78.18 based on 1977-1984 prices, 4.64% and 
8.62% respectively./ 

The resulting changes in net operating income would be posi- 
tive under any of the alternative formulas. Assuming 1983-1984 
type price experience, the current 7% ceiling would produce a 
larger NOI increase than would any other -- more than twice as 
large as the next largest (the CPI-based formula). Continuation 
of the current ceiling would increase NOI three times as rapidly 
as the cost-based and percent-of-CPI mobile home formulas (again 
assuming that future inflation equaled that of 1983-1984). Using 
cost-based or percent-of-CPI formulas drawn from conventional 
rental unit costs would produce the slowest rise in NOI. 

Assuming 1977-1984 cost changes, however, continuation of 
the current ceiling would produce somehwat less increase in NOI 
than would an all-item or non-shelter CPI-based formula. Cost- 
based and percent-of-CPI formulas based on mobile home data would 
generate only modestly slower NOI increase than the current ceil- 
ing, while the same formulas based on conventional rental cost 
data would yield sharply slower increases, 

The final column of Exhibit 4-7 shows what would happen to 
operating expenses as a proportion of park owners' rental incomes 


under the alternative formulas. In general this proportion would 
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rise slowly, compared to the current level of 0.386. Rental 
income would rise by a lower percentage than would operating 
expenses, producing this result. But absolute increases in rents 
would exceed increases in operating costs under any formula, 
producing the positive changes in NOI already noted. Further, to 
the extent that the park sample is representative of park owner 
financial situations, at least those formulas that raise NOI as 
rapidly as in the mobile-home-cost-based index are sufficient to 
increase net cash flows at or above the rate of inflation, even 
though operating costs may rise at a faster speed than rents. 

The changing ratios of operating expenses to rental incomes sug- 
gest that one might want to re-examine that ratio from time to 
time, with survey data, if it were employed in the construction 


of a cost-based, percent-of-CPI, or similar formula. 
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lFor apartment rentals we used the weights that apply to buildings 
that are not master metered, following the practice in the 
analysis of apartment owners and reflecting the disregard of 
utility based adjustments in the adjustment formulas. For mobile 
home parks, the weights are for all parks combined, given the 
small number of total observations available. 


2The Fair Rate of Return formula would allow rents to increase 
enough to yield a fair rate of return to investors. In particu- 
lar, it assumes that the pre-tax return on value should be equal 
to the weighted average of the current mortgage interest rate and 
the interest rate on low grade (Baa) municipal bonds. The 
weights are designed to reflect the typical shares of debt and 
equity for a newly financed property, which are assumed to be 80% 
and 20%, respectively. However, in calculating this formula it 
was discovered that these standards implied a substantial annual 
reduction in allowable rents. No standard measure of competitive 
investment yield had grown more rapidly in the most recent years 
than Los Angeles rental properties have appreciated in value. 
Neither have most Los Angeles stabilized properties been unprof- 
itable. Thus the combination of appreciation and profit regularly 
exceeded all competing rates of return suggested. Since rent 
reductions of the magnitude suggested would produce a severe 
Strain on building finances, it was not included as an option in 
the impact analysis on conventional rentals and is not included 
here. 


3It is possible that the survey of mobile home park residents 
understates mobility rates. The survey of park owners suggests 
mobility rates at about 7%. But the resident survey should be 
more fully representative. The difference in results within the 
range of 0.5% to 7% is small, however, in no case involving more 
than a 0.5% difference in average rent adjustment. 


4coach owners pay 85% of housing costs as rent, so that the 
percent of housing cost increase figures for that group would 
modestly exceed the no mortgage coach owners' level. 


5The mobility rate was 0.5% in 1984. It was slightly higher, at 
1.5% in 1983. Park owners reported about 7% mobility, however, 
as noted earlier. 


6as before, we lack any estimate of how rents would change in a 
case of full vacancy decontrol: resident owned coach being moved 
or vacancy when coach and pad are both rented. 


7The resulting estimates of NOI change are slightly overstated 
because one possible change in lease payments is neglected. The 
sole leasehold in our park sample has a lease payment that varies 
with rental income. We do not know how the variation occurs and 
thus could not take it explicitly into account. However, there 
is an offsetting factor that works to understate increases in 
NOI. Our rent adjustment formulas contain no extra adjustment 
for landlords who pay all or some utilities, but one exists in 
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the current 7% formula and might be retained under alternatives. 


The understatement of NOI would be largest for the mobile home 


based formulas, which include utility increases for those park 
Owners who pay for resident utility usage. 
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CHAPTER 5 
SPECIAL NEEDS AND PROBLEMS OF MOBILE HOME RESIDENTS 


In addition to concerns about the financial benefits and 
costs of rent stabilization in Los Angeles, which they share with 
other landlords and tenants, owners and residents of mobile home 
parks have concerns particular to the mobile home housing situa- 


tion. These include: 


-- The possible conversion of mobile home parks to alterna- 
tive uses. 


-- A possible shortage of mobile home parks, both for cur- 
rent residents and in terms of expanding use of mobile 
homes as a form of affordable housing. 


-- A possible deterioration of mobile home park infrastruc-— 
Lube. 
Each of these problems could be important to the residents espe- 
cially because of the often substantial investment that most of 
them have as owners of their coaches. In this chapter, we brief- 
ly assess the extent of these problems, drawing on data from both 
the resident and the park owner surveys, including data already 


provided in previous Chapters, and data from outside sources. 
5.1 Conversion of Mobile Home Parks 


The possibility that their mobile home park will either be 
converted to another use by its current owner or sold for alter- 
native use is a substantial concern for Los Angeles mobile home 
residents. Exhibit 5-1 indicates that 38% of the mobile home 
park residents surveyed said that they worry about this possibil- 
ity. The significant level of concern is confirmed by representa- 
tives of the Golden State Mobile Home Owners League (GSMOL). 

The limited information we have about park owners' poten- 
tial, intention, and incentive to convert parks to other uses or 
to sell to others who would, suggests that residents' concern is 
well founded. Mobile home parks in Los Angeles are generally on 


land zoned to allow substantially different uses. Exhibit 5-2 
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EXHIBIT. oa 


Mobile Home Residents' Concerns 
with Park Conversion 


Percent who worry park may be sold 302% 
Percent who would consider buying 

their park cooperatively . 52.8% 
Average cash available to invest $17,664 l 

in cooping park (4,888) 
Median cash available to invest 250, 000 

in cooping park 
l. Standard error in parentheses. 

EXHIBLT 5-2 
Zoning Classifications of 
Los Angeles Mobile Home Parks 
Percent of Percent of 

Classification All Parks Parks in Sample 
Industrial 49.3% 250% 
Commercial or 
commercial manufacturing Sa/ Sie 
Agricultural 14.5 0 
Low-density residential 20% 3 L6e7 


Higher-density residential Tere 25220 
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shows the zoning classification of all Los Angeles mobile home 
parks, not just those in the sample. About half of all parks are 
on land which would allow industrial uses (mostly light indust- 
rial), and another 15% permit other high intensity uses -- com- 
mercial/industrial, commercial, or multi-family residential. 
Within just our sample, 83% of the parks are in industrial, -com- 
mercial, or high-density residential zones. In addition, the 
areas surrounding the parks in the sample are mostly in non-resi- 
dential use, according to park owners, half are in commercial use 
and another 17% in industrial use. The possibility of conversion 
without the need for zoning change is certainly frequently pres- 
ent. 

It is less clear how much of this possibility may actually 
be realized. Exhibit 5-3 sheds some light on this question. 
Fifty-eight percent of the Los Angeles park owners say that they 
may possibly sell their parks, but none are certain that they 
will do so. This is higher than the 40% in parks outside Los 
Angeles who might consider selling. Plans by owners to do their 
Own conversions are similar as between locations. Non-Los 
Angeles owners seem to more often see their plans constrained by 
current zoning. 

Forty two percent of the Los Angeles park owners, as indi- 
cated in Exhibit 5-3(b), say that if they did sell, the sale 
would result in uses other than a mobile home park. Exhibit 
5-3(c) indicates that two of the 12 owners say they plan to con- 
vert their parks to other uses themselves, but in one of these 
two cases the conversion is intended to be to cooperative owner- 
ship by residents. Exhibit 3(d) shows that 58% od Los Angeles 
park owners have indicated that the alternative uses they antici- 
pate at sale or conversion are already permitted by current zon- 
ing. Representatives of park owners’ associations anticipate 
many possible conversions to commercial or industrial use by 
current owners or at sale, especially in parks in redevelopment 
areas or close to other profitable land uses such as shopping 


malls. 
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Park Owners' Future Plans for 
Mobile Home Parks and Park Lands 


3a. Plans to Sell Parks 


Percentages of Percentages of 
Intentions Los Angeles Parks Non-Los Angeles Parks 
Yes 0.0% 0.0% 
Possibly 58.3 40.0 
No 41.7 60.0 


3b. Park Land Use i£ Sold 


Percentages of Percentages of 
Uses Los Angeles Parks Non-Los Angeles Parks 
Mobile home 
park 33.3% 20.0% 
Industrial Sas 0.0 
Commercial or 
industrial ee 20°56 
Other 
(residential) path) 0.0 
No answer? woia0 60.0 


1. Includes most of those who do not plan "possibly" to sell 
at this time. 
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3c. Plans to Convert Parks by Owners Themselves 


Percentages of Percentages of 
Intentions Los Angeles Parks Non-Los Angeles Parks 
Yes, plan 
to convert 16.7% 20.0% 
No SSeS 80.0 
No answer 25.0 0.0 


1. Includes one conversion to resident cooperative. 


EMG |, Zoning for Other Planned Uses 


Whether Zoning Permits 


Uses Planned for Percentages of Percentages of 
Sale or Conversion Los Angeles Parks Non-Los Angeles Parks 
Yes 58.3% 20.0% 

No aie. 60.0 


Not sure or no answer 25.0 20.2.0 
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It will also have been noted that the owners! own estimates 
of the value of their properties if put to alternative use do 
suggest strong economic incentives for owners to sell their 
parks for other uses or to convert them to other use themselves. 
The average park owner reports the value of his property as 1.79 
times! larger if in non-mobile-home park use than in sale as a 
mobile home park. While not all those estimated alternative-use 
values may be currently realizable, they do represent substantial 
encouragement to change.2 Representatives of park owners" asso- 
ciations concurred that mobile home park land is often more valu- 
able as land put to other uses. For non-Los Angeles parks, the 
Owners’ estimated ratio of value in alternate use to value as 
park is lower, at 1.17. Based on the very limited data, the in- 
tent and incentive to change use is perhaps somewhat more power- 
ful within Los Angeles but exists elsewhere as well. 

Given the possibility that current park owners will wish no 
longer to operate their parks, what is the potential for sale of 
parks to residents in the form of mobile home cooperatives? Re- 
turning to Exhibit 5-l, we see that 53% of all residents would 
consider buying their parks cooperatively. While this is a sub- 
Stantial figure, it is difficult for residents, of a given par .co 
purchase it without very broad concurrence among themselves. Rep- 
resentatives of park resident associations also believe that 
there is substantial resident interest in cooperatives, but that 
it varies substantially by park, as does ability to pay for pur- 
chase. Park sale to residents as cooperatives may not be terri- 
bly attractive to owners, however, because of their belief that 
outright sale for other uses could be more profitable, and be- 
cause tax-free exchanges of properties are favored by current tax 
laws. 

The economics of cooperative purchase suggest that purchase 
for most residents would be a close financial call. Residents 
report averaging about $250 per month in pad rents. Suppose for 
example that two-fifths of that goes for operating costs, aS now 
seems to be the case. The remaining $150 per month could support 


repayments on borrowing of about $14,600 if a loan were obtained 
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at 12% interest, for 30 years, to buy into the cooperative. Ex- 
hibit 5-1 indicates that the median coach owner who responded to 
the question of how much cash he or she had available for coop- 
erative purchase said that $5,000 cash was available, while the 
average cash available was over $17,000. The median $5,000 cash 
plus $14,600 borrowed is sufficient to pay $19,600 per pad, which 
is somewhat more than what park owners say is their average prop- 
erty value per pad for mobile home use,(i.e., $18,202 per pad). 

Thus, if good long-term financing could be obtained, many 
coach owners probably could buy parks sold at their estimated 
value in mobile home park use without having to raise their 
monthly costs. They would have to put in more cash than they now 
pay, but could later recoup by selling their share in the coop- 
erative. However, if park owners sell only at or near their 
estimates of park value in alternate land use ($33,896 per pad), 
cooperative conversion would be significantly more difficult or 
even impossible for large numbers of residents. Of course, zon- 
ing law or other regulatory changes that restricted alternate use 
of parks would make it easier for residents to afford Gonversion: 
but only at a potential direct cost in future asset value to park 
owners that would be severe if the estimates of value for 


alternative use proved correct. 


5.2 Excess Demand for Mobile Home Park Spaces in the Los 
Angeles Market 


There is widespread belief among mobile home residents that 
there exists a shortage of space in Los Angeles mobile home parks 
relative to demand and that this shortage is likely to continue, 
limiting the mobile home option as a means of providing relative- 
ly affordable housing. Seventy-nine percent of mobile home park 
residents feel that the current number of mobile home parks is 
insufficient. Available data from park owners support the notion 
of a shortage of space for coaches. Vacant pads were found to be 
virtually non-existent -- only two out of 1,226 appeared in the 


sample. Mobility rates are so low, whether estimated at the resi- 
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dent level of 0.5% or at the park owner level of 7% per year, 
that few coaches are likely to come open as a result of their oc- 
Ccupants' moving. Park owner association representatives estimate 
vacancy rates at 2% to 3%. One third of parks have a waiting 
list, and coaches typically sell within three months of being put 
on the market. | 

Mobile home dealers interviewed agree that the shortage of 
Spaces is acute in the City of Los Angeles and in the metropoli- 
tan area. They indicate that few Southern California dealers 
stock new coaches because so few spaces are available. The 
dealers observed that some people who can afford it buy small 
lots of their own for their mobile homes, but this is difficult 
because of the high cost of land in the Los Angeles basin. 

A variety of factors inhibit establishment of new parks. 
Currently the City of Los Angeles has no land zoned for new mo- 
bile home park use. New mobile home parks would only be permit- 
ted under use permits obtainable after individual scrutiny by the 
City of the site and the potential placing of a variety of de- 
velopment and usage conditions on the granting of the uSe permit. 
Representatives of park owner associations say that zoning, gov- 
ernment requirements that add to cost, the high cost of land, 
high interest rates, and limited profitability because of rent 
stabilization are factors inhibiting additional park development. 
Representatives of park resident associations agree that econom- 
ics are the key to the shortage situation, but from a different 
angle. They suggest that even the addition of further parks will 
significantly improve the situation for residents only if better 
affordability is provided, through long-term leases and/or sale 
of parks as cooperatives at reasonable prices. Given the high 
cost of land in Los Angeles and the competition for and restric-— 
tion on its uses, the residents" associations believe the short- 
age of mobile home spaces is destined to persist in the absence 


of active government intervention. 


el, 


GtbsLics 


: asf! = 
eiaweniad io Be 


; a er Wiis 
‘1 begs ria 


7 
ete. wal s. 

} aa 

7 tie 


4fusa thio =! 


e724 


‘ - Pr <n e tH 


eff wu: 
aa ar 


: nme al ver ity 3° 
. : ab '= f-¥ 


PEL@erTee sve 


ve iG & GF e@ : 
7 é ® . i] , oF 
gt A oe @nt 
! no lovat 
; syst: 


La 


5.3 The Condition of Mobile Home Park Infrastructure 


In contrast to the repeated evidence of park shortages, the 
condition of mobile home park infrastructure does not seem to be 
a particularly serious problem, at least at the present time. 
Information obtained from park residents and park owners suggests 
that infrastructure is generally not in severe need of improve- 
ment, and there is no evidence in either survey that residents or 
Owners believe necessary repairs are being systematically neglec- 
ted. 

Residents indicated that they were either very or somewhat 
Satisfied in this respect. Ninety percent were satisfied with 
park physical condition, 83% with overall upkeep, and 82% with 
speed of repairs. These were higher percentages than were satis- 
fied with other aspects of park operation, and substantially 
larger than the size of the group who were satisfied with rent 
levels. Very few residents indicated readiness to move based on 
a series of "neighborhood" conditions that in mobile home parks 
are in part measures of park upkeep. And, a decline in park 
maintenance was not considered by residents to be one of the more 
common impacts of rent stabilization. 

Among park owners or landlords, 60% rated their parks as in 
Superior or above-average condition, although 25% rated theirs as 
needing improvement. Park owners estimated their parks" needs 
for capital improvements at about $395 per pad, a figure lower 
than the average outlays that had been made to date during the 7 
years of rent stabilization. Reported park conditions were as 
good or better than those for non-Los Angeles parks. 

Furthermore, three-quarters of park owners said that they 
fully intended to make needed improvements. We saw that all park 
Owners in our sample had positive cash flows on which to draw for 
repairs and improvements, averaging about 40% of total income. 
Current average annual cash flows of slightly over $1,000 per pad 
compare favorably with the less than $400 cited as capital im- 
provement needs per pad. In addition, currently needed improve- 


ments could potentially be financed over time out of rent in- 
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creases without involving major increases in rent levels. Sup- 
pose, for example, all improvements defined as currently needed 
were made at once. Assume they were financed over 10 years with 
financing at 15% interest rates.3 A rent increase sufficient to 
pay off such a loan comes to $6.37 per month, or 2.5% of current 
average rents. In short, while additional infrastructure needs 
may arise, and parks clearly differ in current physical condi- 
tion, costs of repair, and financial position, available data do 
not point to infrastructure condition as a major special problem 


for mobile home park residents and owners. 
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ltfhe 1.79 figure is somewhat smaller than the ratio of average 
value in alternative uses to average value as a park that was 
reported earlier. The 1.79 figure is the average of the ratio of 
other value to park value in each park. 


2Operating on the other side is a City requirement of significant 
relocation expenses for certain categories of mobile home resi- 
dents in the event of conversion to other use. This study did 


not, however, analyze the relocation sections of the Municipal 
Code in detail. 


30r assume Similarly that cash were paid and a 15% return were 
sought over 10 years. 
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